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FUTURE  DIRECTIONS  IN  SOCIAL  SECURITY 


THURSDAY,   MAY   16,    1974 

U.S.  Sexate, 
Special  Committee  on  AcxIxg. 

T\oin  Falls,  Idaho. 

The  committee  met.  pursuant  to  notice,  in  the  main  auditorium, 
College  of  Southern  Idaho,  Hon.  Fi-ank  Church,  chairman,  pre- 
siding. 

Present:  Senator  Frank  Church. 

Also  present:  William  E.  Oriol,  staff  director:  David  A.  Affeldt, 
chief  counsel:  Deborah  K.  Kilmer,  professional  staff  member:  John 
Guy  Miller,  minority  staff  director;  and  Patricia  G.  Oriol,  chief 
clerk. 

OPENING  STATEMENT  BY  SENATOR  FRANK  CHURCH,  CHAIRMAN 

Senator  Church.  The  committee  will  be  in  order. 

It  Avas  necessary  for  me  to  change  my  plans  yesterday  because  of 
important  votes  "in  the  Senate  yesterday  afternoon.  Even  so.  I 
thought  I  would  be  here,  not  only  in  time  to  start  this  meeting  when 
scheduled  at  1:30,  but  also  to  meet  with  and  address  the  Kiwanis 
Club  at  noon,  but  the  best  laid  plans  Avont  awry  in  Chicago,  and 
weather  kept  us  in  the  air  for  an  hour,  and  we  left  about  II/2  hours 
late.  T  missed  my  comiection  in  Salt  Lake  City,  and  I  had  to  get 
a  small  plane  and  come  by  special  charter  flight  from  Salt  Lake 
City,  and,  believe  me,  the  air  currents  are  strong  over  those 
mountains  today,  and  we  got  buffeted  all  over  the  sky  trying  to  get 
into  Twin  Falls,  but  that  is  why  I  am  late,  and  being  late,  I  think 
I  should  begin  at  once  with  the  opening  statement,  and  then  we  will 
call  on  our  witnesses. 

Once  again  I  am  in  Idaho  to  open  an  official  hearing  of  the 
Senate  Committee  on  Aging. 

We  will  take  a  written  transcript,  which  will  help  the  committee 
and  the  Congress  to  consider  legislative  proposals  for  older  Ameri- 
cans. 

Our  subject  today  is  "Future  Directions  in  Social  Security."  And 
I  can  say  that  some  of  the  best  counsel  I  have  received  on  this  sub- 
ject has  been  given  to  me  by  the  citizens  of  Idaho  I  meet  along  the 
wav — sometimes  at  mv  courthouse  davs,  sometimes  on  the  street 
corner,  and  sometimes  at  hearings  such  as  these.  Talk  turns  so  often  to 
Social  Security  during  my  visits  to  Idaho  simply  because  so  many 
people  are  affected  by  it. 

And  the  first  point  to  be  made  in  that  Social  Security  is  more 
than  just  a  retirement  program  for  the  elderly.  It  is  also  family 
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security — providin"-  protection  against  loss  of  earnings  becanse  of 
death,  disability,  or  retirement. 

Social  Security  Affects  Every  Family 

In  one  form  or  another.  Social  Security  affects  the  lives  of  almost 
e\ery  family  in  the  United  States. 

I  don't  want  to  overwhelm  you  with  statistical  data,  but  I  think 
a  few  key  facts  about  Social  Security  would  illustrate  its  importance 
for  all  Americans. 

Today.  30  million  persons  receive  monthly  benefits.  For  the  vast 
majority  of  elderly  persons.  Social  Security  is  the  economic  main- 
stay. 

It  accounts  for  over  a  half  of  their  income. 

It  also  helps  to  keep  more  than  12  million  individuals  out  of 
poverty. 

"Without  these  benefits,  most  older  Americans  would  not  be  able 
to  achieve  a  moderate  standard  of  living. 

Social  Security  is  also  vitally  important  right  here  in  Idalio. 

In  fact,  the  recently  enacted  11  percent  increase  will  provide  an 
additional  $9  million  this  year  for  108.000  Idahoans. 

Without  this  raise  many  would  have  slipped  further  behind  in 
their  race  with  inflation. 

Our  Social  Security  system,  then,  is  of  vital  importance  not  only 
to  older  Americans  but  to  other  generations  as  Avell.  ISIuch  depends 
u|)on  how  well  it  does  its  job,  and  this  is  even  more  true  now  since 
tlie  Congress  has  added  so  many  new  responsibilities  to  the  work 
of  the  Social  Security  Administration. 

One  of  the  biggest  additions,  of  course,  was  Medicare.  In  1965, 
wlien  the  Congress  enacted  this  legislation,  it  was  thought  that  just 
about  all  of  the  paperwork  would  be  done  by  fiscal  intermediaries — 
the  insurance  companies  and  others  responsible  for  processing 
claims. 

But,  of  course,  the  local  Social  Security  offices  are  constantly  re- 
ceiving requests  for  help  oji  ]\redicare.  At  the  district  office  in  Boise, 
1  understand  that  five  staff  persons  are  specialists  who  spend  most 
of  their  time  answering  questions  about  Medicare. 

Clearly,  IMedicare  has  added  significantly  to  the  work  load  at 
Social  Security  offices. 

SSA  Duties  Increase 

But  other  responsibilities  have  been  added  in  recent  years,  as  well. 
President  Xixon,  at  the  White  House  Conference  on  Aging,  said 
that  SSA  offices  should  provide  information  and  referral  services 
on  aging.  In  other  words,  the  SSA  offices  should  be  able  to  help 
older  persons  in  need  of  a  service  or  facts  about  services.  Congress 
has  made  SSA  offices  responsible  for  administering  black  lung 
benefits  to  former  miners  with  respiratory"  problems.  Medicare  has 
been  broadened  to  include  kidney  dialysis,  and  so  on. 

The  biggest  neAV  responsibilitv,  of  course,  is  the  new  Supplemental 
Security  Income  program,  or  SSI  as  it  is  known.  I  was  one  of  the 
supportei's  of  SSI.  I  believe  that  the  time  had  come  to  replace  the 
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inadequate  and  inequitable  old  age  assistance  program,  which  offered 
widely  varying  payments  on  a  State-by-State  basis.  Not  only  that, 
old  age  assistance  was  administered  through  the  local  welfare  office, 
causing  many  people  to  shun  that  program  because  they  saw  no 
reason  to  turn  to  welfare  in  their  old  age  after  avoiding  it  during 
all  of  their  earlier  years. 

SSI  was  intended  to  overcome  the  welfare  stigma.  It  would  be 
administered  by  the  Social  Security  Administration;  and  the 
monthly  check  would  be  enclosed  with  the  regidar  Social  Security 
check.  The  idea  was  to  help  those  older  Americans — as  well  as  the 
blind  and  disabled — who  couldn't  make  it  in  any  other  way.  An- 
other purpose  was  to  bring  benefit  levels  up  to  a  more  adequate 
level  than  was  generally  true  under  old  age  assistance. 

One  of  the  reasons  I  supported  SSI  is  because  I  saw  a  clear  need 
to  help  millions  of  older  persons  who  stayed  near  or  close  to  the 
poverty  level,  no  matter  how  much  Congress  raised  the  Social  Security 
benefits. 

And  yet,  I  did  not  want  to  disrupt  one  of  the  fundamental  and 
essential  values  or  our  Social  Security  system:  the  principle  that 
workers  in  this  country  contribute  to  their  own  retirement  security 
by  making  payroll  contributions  during  their  years  in  the  labor 
force.  In  other  words,  they  are  helping  to  pay  for  their  own  Social 
Security  benefits. 

SSI  is  intended  to  preserve  that  feature  while  meeting  a  direct 
need.  And  it  is  essential  that  SSI  work,  and  work  well.  The  Senate 
Committee  on  Aging  has  been  keeping  watch  over  the  early  months 
of  SSI,  which  began  in  January.  I  am  concerned  by  reports  that 
some  problems  liave  arisen,  not  only  here  in  Idaho,  but  elsewhere  in 
the  country,  and  I  want  to  explore  those  problems  here  today.  I 
also  would  like  to  give  credit  to  those  who  are  working  so  hard  to 
make  SSI  work:  the  Social  Security  employees  who  are  working 
after  hours  and  on  Saturdays,  the  volunteers  of  SSI-Alert,  and  na- 
tional and  local  organizations  concerned  about  aging. 

If,  however,  problems  are  emerging  in  SSI,  now  is  the  time  to 
face  them,  while  the  program  is  young. 

5  Million  Elderly  Below  or  Near  Poverty  Le\tel 

I  have  another  reason  for  concern  about  SSI;  I  believe  that  it 
could  become  the  means  for  ending  poverty  once  and  for  all  among 
the  elderly  of  this  Nation.  At  this  time,  perhaps  5  million  older 
persons  in  the  United  States  are  below  poverty  lev^els  or  so  close  that 
they  might  as  well  be  considered  so.  SSI.  if  it  is  improved  and  made 
more  workable,  can  be  used  to  help  them,  while  still  preserving  the 
essential  concepts  of  our  Social  Security  system. 

But  only  if  it  is  a  flexible  and  compassionate  program,  and  only  if 
people  believe  in  it. 

This  afternoon's  hearing.  I  want  to  emphasize,  will  not  be  limited 
to  SSI,  but  will  deal  with  other  issues  related  to  Social  Security. 

Inflation,  of  course,  is  very  much  on  our  minds.  Back  in  1972, 
when  I  sponsored  a  20-percent  increase  in  Social  Security,  it  looked 
as  if  we  might  have  at  least  caught  up  with  rising  prices.  In  that 
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same  year.  Congress  approved  a  cost-of-living  adjustment  mecha- 
nism to  help  Social  Security  benefits  continue  to  stay  at  least  roughly 
in  line  in  the  race  with  the  cost  of  living. 

But  it  soon  became  evident  that  we  couldn't  wait  until  1975,  when 
the  automatic  increases  were  due  to  begin.  We  had  to  enact  the  two- 
step,  11  percent  increase  which  is  taking  effect  this  year,  because 
in  the  interim  the  inflation  has  become  so  much  worse. 

Even  so,  inflation  has  not  been  overcome.  Unfortunately,  some  of 
the  steepest  increases  have  been  concentrated  in  areas  where  the 
elderly  have  their  greatest  expenditures.  Food  prices,  for  example, 
have  jumped  by  almost  28  percent.  Certain  home  fuel  oils  have  in- 
creased by  an  astounding  73  percent.  Just  think  of  it :  almost  double 
the  amount  you  were  paying  during  the  fall  of  1972. 

This  is  a  major  reason  why  I  supported  legislation  to  roll  back 
home  fuel  prices  by  as  much  as  40  percent.  But  the  White  House 
would  not  go  along  with  this  measure.  And  we  were  unable  to  secure 
the  needed  two-thirds  vote  in  Congress  to  override  the  veto. 

This  is  another  reason  why  I  led  the  successful  fight  to  block  the 
pay  raise  for  Members  of  Congress,  the  Federal  judiciaiy,  and  top 
officials  of  the  administration.  If  we  are  going  to  lick  inflation,  we 
must  show  some  self-restraint.  And  there  is  no  better  place  to  start 
than  right  at  the  top  in  the  Federal  Government. 

Another  concern  of  mine,  one  which  will  be  discussed  in  testimony 
today,  is  the  rising  cost  of  health  care  and  sometimes  the  unavail- 
ability of  such  care. 

The  Senate  Committee  on  Aging  recently  determined  that  INIedi- 
care  pa3's  only  about  40  percent  of  all  health  care  costs  of  older 
Americans.  I  say  that  not  to  denounce  Medicare,  but  to  argue  that 
it  should  be  extended  and  improved.  And  my  No.  1  priority  is  Medi- 
care coverage  of  certain  out-of-pocket  prescription  drugs.  We  will 
hear  again  today  about  the  severe  impact  that  drug  costs  upon  the 
budget  of  older  persons;  it  is  high  time  that  something  be  done 
about  them. 

Legislatiox  To  Improve  Home  Health  Care 

I  am  also  hopeful  that  my  legislation  to  improve  home  health 
coverage  can  soon  be  enacted  into  law.  ^Many  of  the  key  concepts 
for  that  bill  were  developed  at  a  hearing  last  year — just  like  the 
one  we  are  conducting  today — in  Coeur  d'Alcne. 

Witnesses  at  the  Coeur  d'Alene  hearing  repeatedly  emphasized 
that  many  older  Americans  were  placed  in  hospitals  at  a  much 
higher  public  cost,  simply  because  other  forms  of  care  were  not 
available. 

Yet,  if  we  could  just  shave  1  day  off  the  Medicare  national 
hospital  average,  we  could  produce  a  savings  approaching  $400 
million. 

Most  older  Americans  also  would  prefer  to  remain  in  their  homes, 
rather  than  being  institutionalized,  if  appropriate  forms  of  care  are 
aAaila1)le. 

I  Avill  not  at  this  point  give  a  detailed  description  of  legislation 
which  I  have  inti'oduced  to  improve  economic  security  in  retirement 
3'ears.  I  hope  to  have  that  opportunity  as  the  hearing  continues. 
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Let  me  close  by  saying  that  I  will  make  every  effort  in  the  next 
few  months  to  advance  a  bill  of  mine  to  establish  the  Social  Security 
Administration  as  an  independent  agency,  outside  of  the  Department 
of  Health,  Education,  and  Welfare.  It  is  essential  that  SSA,  which 
has  been  remarkably  free  of  political  manipulation,  continues  to 
remain  so.  Those  who  hold  elective  office  should  not  be  permitted  to 
use  the  system  to  promote  their  candidacj'.  My  bill  would  prohibit 
insertion  of  self-serving  statements  in  the  envelope  used  for  Social 
Security  checks. 

All  in  all,  Social  Securitv  has  served  us  well  since  its  enactment 
in  1935. 

This  hearing,  and  others  I  have  conducted  in  "Washington,  will 
help  to  assure  that  it  continues  its  work  on  behalf  of  all  citizens, 
young  or  old,  present  and  future. 

I  can  now  save  my  time  and  yours  by  calling  our  first  witness, 
who  is  hei'e  to  give  us  a  few  words  of  welcome.  He  is  the  president  of 
the  College  of  Southern  Idaho,  an  outstanding  citizen  of  this  valley 
and  I  am  very  pleased  to  call  Dr.  James  AY.  Taylor. 

Let  me  say  that  Dr.  Taylor  has  given  us  wonderful  cooperation 
in  all  of  the  arrangements  aiven  for  this  hearing  this  afternoon. 

Dr.  Taylor,  we  appreciate  everything  you  have  done,  A'our  staff  in 
the  courtesies  A'our  college  has  shown  in  making  these  arrano;ements. 

STATEMENT  OF  HON.  JAMES  W.  TAYLOR.  PH.  D..  PRESIDENT, 
COLLEGE  OF  SOUTHERN  IDAHO 

Dr.  Taylor.  Senator  Cliurch,  distinguished  platform  guests,  senior 
citizens,  ladies  and  gentlemen,  it  is  indeed  a  pleasure  for  me  to 
welcome  all  of  you  to  the  College  of  Southern  Idaho. 

We  feel  very  strongly  that  this  college  is  a  people's  college.  We 
have  tried  to  develop  the  college  in  such  a  way  that  it  meets  the 
approval  of  not  only  the  community  college  district,  but  likewise 
the  citizens  of  this  great  State. 

There  are  a  few  things  that  we  have  attempted  to  do  at  this  insti- 
tution, which  I  feel  has  significant  value  for  senior  citizens.  It  is 
our  feeling  that  we  have  responsibilities  to  develop  new  innovations 
in  curriculum  so  that  learning  experiences  might  be  helpful  and 
beneficial  to  our  senior  citizens. 

In  order  to  do  that,  we  have  developed  this  institution  so  that  it 
is  practically  free  of  physical  barriers  for  the  aged,  or  the  infirmed. 

We  have  developed  in  our  curriculum  programs  that  senior  citizens 
can  retrieve  from  our  library,  where  they  can  study  individual 
studies,  where  they  can  make  movement  in.  this  direction  as  freely 
as  they  would  like. 

Likewise  we  have  developed  physical  therapy,  and  physical  activ- 
ities in  our  fine  gymnasium,  with  a  special  room  designated  for 
senior  citizens  to  use  to  the  extent  that  they  are  capable. 

Proud  of  RSVP  Progr.\m 

In  addition,  we  are  quite  proud  of  our  local  unit  of  the  Retired 
Senior  Volunteer  Program.  Under  this  program,  we  have  devised 
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what  we  call  a  gold  card,  which  enables  the  senior  citizens  to  attend 
the  various  activities  that  occur  on  campus. 

These  activities  are  sponsored  by  our  student  association,  and  they 
are  free  to  our  students,  and  they  are  free  to  our  senior  citizens.     _ 

In  addition,  we  have  established  tuition-free  courses  for  senior 
citizens.  We  have  provided  work  opportunities  for  the  retired  people 
that  have  special  skills,  we  have  included  in  our  monitoring  and  in- 
structional programs  these  work  opportunities. 

Older  people  that  have  skills,  we  have  employed  them  in  various 
facets  of  the  college,  and,  of  course,  I  guess  for  one  thing  that  most 
of  you  have  enjoyed  in  the  last  few  hours  is  riding  in  our  golf  carts, 
and  I  am  quite  sure  some  of  you  that  have  ridden,  are  not  really 
infirm,  but  you  are  attracted  l3y  the  wheel,  but  we  wish  you  well, 
and  we  certainly  will  continue  to  do  all  we  can  for  you. 

Other  things  that  I  think  we  could  and  should  do  for  our  senior 
citizens  are  the  things  that  you  or  individuals  would  want  this  in- 
stitution to  do. 

Again,  it  is  my  personal  privilege  and  pleasure.  Senator  Church, 
to  be  here,  and  to  welcome  your  committee,  and  most  especially  to 
welcome  the  CSI,  the  Senior  Citizens,  Inc.,  of  this  State. 

Thank  you.  [Applause.] 

Senator  Church.  Thank  you  very  much,  Dr.  Taylor.  I  think 
everybody  appreciates  the  concern  that  you  have  shown  for  the 
senior  citizens  of  this  college  campus,  and  the  way  you  have  de- 
sicrned  the  facilities  here. 

'The  ramp,  for  example,  that  Dr.  Taylor  is  now  using,  is  an  illus- 
tration of  the  way  the  architects  have  tried  to  eliminate  barriers, 
and  all  it  takes  is  a  little  understanding  of  problems  that  older 
people  do  have  with  steps,  and  other  barriers,  and  they  can  be 
eliminated  in  the  planning  of  the  building,  without  any  additional 
costs,  and  this  is  one  of  the  few  campuses,  I  think,  Dr.  Taylor,  any- 
where in  the  country  where  this  was  taken  into  consideration  when 
a  building  was  planned,  and  I  hope  it  will  serve  as  a  good  example 
for  institutions  everj^where. 

The  only  thing  I  wanted  to  add.  Dr.  Tajdor,  I  would  like  to  ride 
with  you  in  one  of  those  golf  carts  before  we  are  finished. 

Our  first  panel  this  afternoon — from  the  Twin  Falls  area-— will 
give  first  hand  testimony  on  matters  relating  to  Social  Security.  I 
am  going  to  ask  them  to  come  forward,  as  I  introduce  them  to  you. 

First  of  all,  Mrs.  Ruth  ;Mitchell,  Kimberly  director,  area  four 
planning  and  service  task  force  on  aging.  She  is  in  the  midst  of 
developing  an  areawide  agency  for  south  central  Idaho,  is  a  memljer 
of  tlie  Senior  Citizens.  Inc.,  a  licensed  practical  nurse,  and  takes 
special  interest  in  the  health  problems  of  the  elderly. 

Mrs.  Mitchell,  we  are  very  pleased  to  welcome  you  this  afternoon. 
[Applause.] 

Please  be  seated. 

Our  next  panelist  is  jSIrs.  Elsie  Lindgren.  She  is  a  RSVP  volun- 
teer from  Twin  Falls,  a  retired  teacher,  and  is  concerned  about  low- 
retirement  income  of  many  people  she  knows. 

Our  next  witness  is  Mrs.  Edna  Belle  Oslund,  also  a  Twin  Falls 
RSVP  volunteer.  She  serves  on  the  Governor's  Council  on  Aging, 
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and  is  concerned  about  SSI  limitations  relating  to  property  owner- 
ship. 

The  next  witness  is  Howard  Bnrkhart  of  Twin  Falls,  also  a  ESVP 
volunteer,  and  a  former  member.  Twin  Falls  Counsel.  Mr.  Bnrk- 
hart is  past  72,  and  he  has  some  thoughts  about  the  retirement  test. 

Our  next  panelist  is  Mrs.  ^lildred  Howard  of  Hansen,  chairman 
of  the  board  for  the  Ruth  Mitchell  Senior  Citizens  Center,  and  she 
is  concerned  about  prescription  drug  problems. 

We  also  have  Earl  Long  of  Murtaugh,  who  is  concerned  about 
disabled  persons  who  cannot  receive  Medicare,  as  well  as  other  prob- 
lems affecting  the  disabled. 

And  finally,  we  have  Juan  Trevino,  of  Twin  Falls,  accompanied 
by  Al  Reyes,  community  specialist  of  the  south-central  community 
action  program. 

Mrs.  INIitchell,  I  am  told  by  members  of  the  staff  you  were  very 
helpful  in  arranging  this  panel  for  us.  I  want  to  express  my  ap- 
preciation to  you,  and  to  others  who  have  been  so  helpful. 

Now,  Mrs.  Mitchell,  would  you  like  to  take  charge, 

STATEMENT  OF  RUTH  MITCHELL.  DIRECTOR,  AREA  FOUR  PLAN- 
NING AND  SERVICE  TASK  FORCE  ON  AGING,  HANSEN.  IDAHO 

ISIrs.  Mitchell.  Mr.  Chairman,  ladies  and  gentlemen,  I  am  ISIrs. 
]\Iitchell.  I  reside  at  Hansen.  I  am  director  of  the  area  four  planning 
and  service  task  force  on  aging,  vice  chairman  of  the  RSVP  board 
of  directors,  along  with  others,  and  I  am  a  licensed  practical  nurse. 

The  Area  Four  Council  on  Aging  represents  eight  counties  of 
southern  Idaho.  Our  main  objective  is  to  provide  the  needed  sersnces 
and  recreation  for  senior  citizens.  This  morning  we  announced  to 
tlie  Idaho  Office  on  Aging  that  we  wanted  the  College  of  Southern 
Idaho  to  be  our  planning  and  service  agency  for  area  four. 

I  have  been  director  of  ageless  senior  citizens  for  2  years.  Prior 
to  that,  I  worked  at  Magic  Valley  Memorial  Hospital,  and  in  nursing 
liomos  for  a  good  number  of  years. 

During  that  time,  I  saw  senior  citizens  in  poor  physical  condition. 
Naturally,  poor  physical  condition  generates  poor  niental  condition. 
T  have  seen  senior  citizens  and  disabled  pereons  not  living,  but  exist- 
i?ig  on  $87  a  month. 

This  will  not  cover  the  necessities  of  life,  such  as  clothing,  food, 
shelter,  and  utilities,  let  alone  medical  attention,  transportation,  or 
recreation. 

Therefore,  I  feel  that  Social  Security,  Medicare,  and  SSI  are 
inadequate. 

I  have  assisted  senior  citizens  with  applications,  and  in  many 
cases  we  have  had  no  response  for  as  much  as  90  days. 

Screening  Clinic  Established  at  Center 

In  our  center,  we  have  established  a  screening  clinic  for  such 
problems  as  hi<rh  blood  pressure,  ulcers  on  legs  due  to  poor  circula- 
tio7i,  questionable  lumps,  warts,  moles,  or  unusual  symptoms. 

If  any  of  these  conditions  are  found,  we  contact  the  doctors. 
Throughout  our  clinic,  we  have  found  one  skin  cancer,  two  undiao;- 
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nosed  diabetics,  three  extremely  elevated  blood  pressures  which  were 
high  enough  to  cause  strokes,  and  one  case  of  tuberculosis. 

All  are  being  treated,  and  are  now  under  control.  I  could  expound 
for  an  hour  or  better  on  problems  that  I  have  seen  but  I  feel  that 
our  seniors  can  tell  you  their  problems  much  better  than  I  can,  so 
at  this  time,  I  would  like  to  turn  the  microphone  over  to  Mrs.  Elsie 
Lindgren. 

Senator  Ciiuech.  I  just  want  to  make  one  comment  before  we 
move  on  with  the  panel.  That  is  the  very  thing  we  are  trying  to  get 
at  with  the  SSI  program,  to  eliminate  these  cases  you  referred  to 
with  $86  a  month;  nobody  can  live  on  $86  a  month  anymore  in  this 
country.  The  purpose  of  SSI  is  to  reach  down  to  these  people  that 
are  at  the  bottom  of  the  ladder,  so  to  speak,  and  supplement  their 
income. 

If  a  person  is  getting  only  $86  a  month,  and  has  no  other  outside 
income,  then  we  ought  to  make  up  the  difference  between  $86  and 
$140  a  month,  which  was  to  be  the  minimum  for  an  individual  retiree, 
$210  for  a  couple. 

Now.  that  is  the  national  standard.  In  Idaho,  we  supplement 
that — the  State  supplements  it — so  that  the  individual  should  be 
receiving  at  least  $182,  and  a  couple  $234.  But  if  this  program  works 
the  way  it  should,  Ave  have  to  eliminate  this  problem  of  people 
struggling  to  get  by  for  less  than  $100  a  month,  once  and  for  all. 

]Mrs.  LixDGREX.  Senator,  that  is  the  problem  that  I  would  like  to 
discuss. 

Senator  Church.  Good. 

STATEMENT  OF  ELSIE  LINDGREN,  TWIN  FALLS,  IDAHO 

]\Irs.  LixDGREx.  These  people  who  have  reached  the  age  of  80.  90, 
up  to  100  years  of  age,  who  had  no  opportunity  to  contribute  to 
Social  Security,  or  to  any  other  retirement  benefit,  and  who  now 
must  try  to  get  along,  it  was  not  their  fault  that  they  did  not  con- 
tribute, because  there  was  no  Social  Security. 

I  am  thinking  in  terms  of  my  foster  mother,  who  died  2  years  ago, 
on  her  100th  birthday.  She  was  getting  $44  a  month  Social  Security. 
Of  course,  you  know  what  she  could  do  with  $44  in  this  day  and 
age,  and  she  had  been  a  teacher,  but  there  Avas  no  teacher  retirement 
while  she  was  teaching. 

Someone  made  the  remark  to  me  the  other  day,  why  do  we  have 
to  increase  our  payments  to  Social  Security  to  take  care  of  all  those 
old  people. 

They  would  not  Avish  it  that  Avay,  but  there  is  no  choice  in  the 
matter.  ]VIy  mother  started  teaching  in  Kansas  in  1892  for  $25  per 
month.  Her  last  year  of  teaching  was  in  1929,  and  she  got  $65  a 
month. 

XoAv.  you  say,  why  did  not  you  save  up  something  for  the  future. 
Well,  you  know  A\'liat  could  be  done  under  those  circumstances,  and 
so  I  do  feel  that  Ave  have  to  take  a  more  charitable  attitude  toward 
those  people  who  would  really  have  contributed  if  they  had  the 
opportunity  to  do  so. 
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That  is  why  I  am  so  glad  to  see  this  new  program  which  you 
spoke  of,  Senator,  because  they  worked  just  as  hard,  maybe  harder, 
aiid  you  can  say,  well,  why  were  they  not  taken  care  of  in  their 
liomes,  and  by  families,  and  so  on. 

PnmE  Amoxg  Older  People 

There  is  a  matter  of  pride  among  older  people,  much  as  you  love 
the  families,  and  as  much  as  they  love  you,  you  hate  to  be  a  financial 
burden  to  them,  if  you  could  be  independent  and  help  to  contribute 
to  the  care,  that  is  a  different  matter. 

Now,  my  mother  was  a  foster  mother,  and  I  cared  for  her,  I 
tried  to  make  her  feel  that  she  was  not  a  burden  to  me,  and  she 
really  was  not.  because  she  gave  me  love  and  understanding,  that  as 
a  motherless  child  I  had  not  had,  and  I  was  glad  to  care  for  her,  but 
think  of  the  thousands  of  older  persons  who  have  nobody  to  take 
care  of  them,  and  so  I  hope  that  we  can  be  at  least  a  little  bit 
enthusiastic  about  doing  something  for  these  elderly  people. 

Thank  you.  Senator,  for  your  efforts  in  this  direction. 

[Applause.] 

Senator  Church.  I  can  understand,  hearing  you  speak,  why  you 
are  a  member  of  the  International  Platform  Organization. 

Mrs.  LiNDGREX.  By  the  way,  Senator  Church,  you  and  I  belong 
to  the  same  organization. 

Senator  Church.  That  is  right.  Well,  let  me  just  make  this  one 
comment.  You  make  the  case  so  well,  it  does  not  need  any  addition 
from  me.  Many  of  those  people  you  spoke  of  who  were  the  teachers, 
let  us  say,  or  working  in  other  ways  back  in  the  1930's,  and  getting 
less  than  $100,  could  only  contribute  on  the  basis  of  what  they 
received,  and  20  j^ears  later  the  money  they  put  into  the  system 
was  only  a  third  as  valuable.  When  they  begin  to  receive  benefits 
based  on  those  small  contributions,  inflation  has  distorted  Social 
Security,  and  made  it  necessary  to  establish  this  supplemental  pro- 
gram. 

If  it  had  not  been  for  inflation,  it  may  never  have  been  necessary, 
but  with  the  inflation  and  the  purchasing  value  of  the  dollar,  the 
people  who  contributed  on  the  basis  of  those  small  salaries  back  in 
the  1930's,  were  getting  a  pittance,  when  they  began  to  draw  their 
benefits. 

They  are  the  ones  I  feel  are  most  in  need  of  help. 

STATEMENT  OF  EDNA  BELLE  OSLUND,  TWIN  FALLS,  IDAHO 

]Mrs.  OsLUXD.  Thank  you.  I  would  like  to  speak  to  an  inequity  that 
I  feel  exists,  which  goes  to  the  Supplemental  Security  Income  pro- 
gram, and  mv  remarks  are  based  on  conversation  with  vounger 
l)eople,  that  I  have  tried  to  explain  Supplemental  Security  Income 
to. 

I  do  not  work  in  the  field  with  the  ones  who  have  needed  it.  I 
talked  with  people  who  looked  forward  to  caring  for  their  own 
relatives  in  the  future,  and-as  an  example,  a  husbancl  was  paying  into 
Social  Security  at  a  low  rate.  The  folks  owned  a  two-bedroom  home 
and  a  car. 
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The  Imsband  died,  the  income  ceased  immediately,  and  Social 
Security  began.  The  widow  knew  very  well  she  must  sell  her  car 
which  Avas  done  immediately,  she  put  her  house  up  for  sale  im- 
mediately, and  it  was  sold  for  $15,000. 

This  $15,000  was  safely  invested,  perhaps  not  advantageously,  but 
safely  invested,  and  consequently,  that  is  her  income;  she  must  live 
on  what  she  gets  from  that,  and  on  her  Social  Security,  and  she 
must  nibble  away  at  the  principal. 

Now,  then,  another  couple,  may  own  their  own  home  valued  to 
$25,000,  they  may  own  a  car,  $1,200  to  $1,400,  they  may  have  avail- 
a]:>le  cash,  instant  cash  in  the  form  of  a  passbook  up  to  $1,500,  and 
this  makes  quite  a  difference  between  $15,000  invested,  that  the  lady 
is  having  to  nibble  away  at,  and  I  feel  that  there  must  be  some 
adjustment  made  here  so  that  the  lady  who  has  her  income,  which 
is  decreasing,  while  the  value  of  the  house  in  this  age  is  appreciating, 
and  so  that  is  my  problem,  Senator  Church,  and  I  do  feel  that  it  is 
■completely  legitimate. 

Senator  Church.  I  think  it  is  a  legitimate  problem  also,  and  I 
tliink  we  will  have  other  examples  of  problems  of  this  kind. 

The  SSI  program  is  so  young  that  these  things  have  to  be  worked 
out,  one  of  the  first  purposes  of  the  old  SSI  hearings  was  to  find 
out  what  the  problems  were.  You  certainly  put  your  finger  on  one 
of  the  problems. 

Mr.  Burkhart. 

STATEMENT  OF  HOWARD  BURKHART,  TWIN  FALLS,  IDAHO 

ISIr.  Bttrkhart.  Senator  Church,  I  have  been  thinking  about  in- 
-equities  for  a  long,  long  time. 

I  have  been  connected  with  income  tax  since  1937,  about  the  time 
this  program  went  into  effect,  and  there  are  a  few  things  that  I 
think  that  are  not  equitable. 

One  of  them  is  that  there  is  certain  income  that  is  exempt  from 
Social  Security  tax,  that  is  just  as  valuable  to  the  individual,  and 
should  be  taxed  along  with  the  money  they  earn,  while  working  or 
operating  a  business. 

If  a  man  has  a  $8,000  salary,  he  pays  a  Social  Security  tax  on  the 
:$8,000,  but  he  is  exempt  with  regard  to  interest  on  any  dividends  and 
rents  that  he  receives.  All  are  income  and  should  be  included  in  the 
Social  Security  program. 

Some  say,  well,  he  saved  his  money,  and  so  on,  but  personally,  I 
think  that  is  income,  and  especially  in  this  program,  when  money 
is  needed  very,  very  badly,  it  has  been  acknowledged  that  we  ought 
to  turn  to  that  type  of  interest,  I  mean  income,  for  Social  Security 
purposes. 

For  a  man  who  has  a  salary  of  $8,000,  he  pays  Social  Security 
tax  on  the  $8,000  and  he  has  $2,000  or  $3,000  net 'income  from  rent, 
that  is  income,  the  same  as  he  reports  for  Social  Security  tax  pur- 
poses, and  should  be  taxed  the  same  as  salary. 

Senator  Church.  I  say  it  might  even  be  to  his  advantage,  not  only 
to  the  advantage  of  the  system,  but  to  his  advantage  also,  because 
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it  would  mean  tliat  his  level  of  benefits  would  be  increased  when  the 
time  came  for  his  retirement. 

^Ir.  Btjrkhart.  That  is  correct. 

Senator  Church.  It  is  a  very  interesting  suggestion. 

]Mr.  BuRKHART.  So  that  would  take  in  interest,  dividends,  and 
rents.  I  do  not  know  whether  we  would  want  to  consider  long-term 
capital  gains  or  not,  that  might  hit  a  very  tender  spot. 

Senator  Church.  Yes. 

Social  Security  Improvements  Needed 

IMr.  BuRKHART.  But  it  is  still  income,  and  sometimes  I  think  that 
long-term  capital  gains  is  not  equitable.  Wliy  should  a  person  only 
])ay  tax  on  half  of  the  gain?  I  feel  that  something  can  be  done  in 
that  respect  in  order  to  have  more  money,  in  order  to  do  the  things 
that  you  want  to  do.  Social  Security,  I  think  is  a  wonderful  pro- 
gram, and  just  needs  to  be  improved. 

Senator  Church.  You  make  a  very  interesting  suggestion. 

You  know,  the  Congress  considered  how  to  finance  the  additional 
benefits  inflation  has  made  necessary,  and  one  way  of  doing  this  is 
to  increase  the  rate  of  tax.  We  have  about  reached  the  highest  level 
of  tax  that  we  can  impose,  and  another  method  has  been  to  increase 
the  base  on  which  the  tax  is  levied.  You  suggest  still  another  way 
that  we  might  be  able  to  augment  revenues  for  the  system  that 
would  neither  require  increasing  the  rate  nor  extending  the  base,  but 
include  other  types  of  income. 

Mr.  BuRKHART.  I  think  it  could  be  done  also  without  possibly 
iiicreasing  rates,  it  might  be  to  lower  rates. 

Senator  Church.  That  is  one  possibility. 

iNIr.  BuRKHART.  And  still  have  additional  incomes  that  w^ould  help 
to  take  care  of  some  of  the  needs  relating  to  the  Social  Security 
program. 

Senator  Church.  It  certainly  is  a  suggestion,  Mr.  Burkhart,  we 
should  take  it  very  seriously,  and  look  into  it.  We  appreciate  your 
making  it. 

Our  next  witness  is  Mi-s.  Howard. 

STATEMENT  OF  MILDRED  HOWARD,  HANSEN,  IDAHO 

Mrs.  Howard.  I  represent  the  Ageless  Senior  Citizens  of  Hansen, 
Kimberly,  and  Murtaugh,  and  I  do  believe  in  Social  Security  and 
INIedicare,  and  I  think  they  are  one  of  the  greatest  things  our  Gov- 
ernment has  produced  in  my  lifetime. 

It  affects  every  man,  woman,  and  child  in  America.  Sooner  or 
later,  all  must  have  Social  Security. 

I  believe  in  the  principle,  it  was  designed  to  serve  the  people,  the 
majority  of  the  people.  Medicare  is  a  godsend. 

There  is  a  minority  that  does  need  it,  that  are  not  getting  it,  and 
this  is  what  I  would  like  to  talk  about,  this  minority  that  does  need 
more  for  prescription  drugs. 

There  are  people,  aged  62  or  older,  who  do  not  have  enough 
quarters  to  qualify  for  Social  Security.  Others  are  not  eligible  be- 
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cause  thej^  AYorked  on  jobs  such  as  civil  service.  Without  Social 
Security  benefit,  there  are  no  Medicare  benefits.  These  people  many 
times  are  in  low  income  groups,  who  need  medical  assistance. 

Their  income  is  a  few"  dollars  too  much  to  qualify  for  Medicare 
assistance,  but  they  have  the  needs  as  the  persons  who  hold  the  ]Medi- 

care  cards. 

I  worked  for  civil  service,  and  I  do  not  liave  enough  quarters  to 
qualifv  for  anv  Social  Security  benefits. 

Peojple  who'  have  Social  Security  and  Medicare  ni  low  income 
o-roups  have  their  problems  also.  One  year  ago.  the  cost  of  living 
was  much  less  than  today.  For  instance,  here  fuel  oil  was  19  cents  a 
gallon,  and  now  it  is  36.3  a  gallon,  and  they  tell  us  another  raise 
is  in  progress. 

Heat  for  the  elderly  is  a  must  for  health's  sake.  Cost  of  staples 
such  as  flour,  sugar,  meat,  milk,  potatoes,  fruit,  and  vegetables,  are 
at  an  all-time  high.  Costs  of  electricity,  water,  sewer  rents,  and  so 
on.  are  going  up. 

Doctors'  fees,  medicines,  and  hospitalization  have  increased  far 
beyond  the  increase  in  our  Social  Security  income  and  benefits. 

Medicare  is  nearly  useless  to  some  low  income  people.  It  takes  all 
they  have  to  purchase  their  food,  shelter,  and  necessities.  _ 

I  am  speaking  of  people  who  have,  in  many  cases,  just  a  few 
dollars  above  the  amount  to  qualify  for  welfare.  SSI,  and  Medicaid. 
AVhere  will  they  get  the  first  $80  of  the  hospitalization,  the  first  $60 
of  the  doctor  bill,  the  increase  and  large  percent  for  the  cost  of  ill- 
ness of  hospitalization  and  medicine?  Medicare  does  not  cover  it  all. 
All  prescriptions  at  all  times  are  needed  under  ^Medicare. 

Assistance  Xeeded  for  ^Medical  Care 

If  you  cannot  get  the  money,  ^Medicare  is  useless  to  you.  Only  the 
people  in  an  income  bracket  who  can  purchase  supplemental  in- 
surance to  pay  for  ]Medicare  or  people  with  ]Medicaid  cards,  or  the 
persons  with  enough  money  who  did  not  need  it  in  the  first  place 
that  really  benefit. 

I  work  regularly  with  senior  citizens.  I  have  acquired  the  knowl- 
edge of  these  people  that  are  financially  in  need  of  INIedicare.  We  are 
thankful  for  all  Social  Security  benefits,  but  we  need  added  legisla- 
tion to  cover  people  who  receive  no  assistance  to  Medicare  or  Medic- 
aid. 

We  need  assistance  that  will  cover  all  of  the  people's  medical 
needs.  There  is  an  urgent  need  for  payments  of  prescription  drugs 
for  these  and  many  other  qualified  persons  under  Medicare. 

All  one  has  to  do  is  talk  to  the  county  commissioner  to  find  out  how 
many  emergency'  debts  are  paid  each  month  through  their  office. 

I  thank  you. 

Senator  Chutrch.  jNIrs.  Howard,  I  could  not  agree  with  you  more, 
when  you  say  ]Medicare  has  been  a  wonderful  program,  but  the  gaps 
in  it  are  very  big.  In  fact,  you  have  to  be  pretty  sick,  and  you  have- 
to  go  to  a  hospital,  before  you  get  any  benefits  from  Medicare. 

If  you  need  a  medical  examination,  or  if  you  need  eyeglasses,  or 
dentures,  or  a  hearing  aid,  or  foot  care;  none  of  that  is  covered  by 
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Medicare.  There  is  also  the  problem  jou  mentioned  as  to  the  de- 
ductibles, but  in  thinking  of  all  the  ;Graps,  the  worst  has  to  do  with 
the  prescription  drugs  that  people  have  to  have,  those  chronically 
afflicted  in  later  years,  and  unless  they  are  hospitalized,  Medicare 
does  not  cover  it. 

Mrs.  Howard.  That  is  correct. 

Senator  Church.  And  people  on  limited  income  are  spending  a 
fourth  of  their  incomes.  I  know  of  a  case  where  the  person  involved 
had  to  spend  a  third  of  her  income  regularly  just  to  cover  the  medi- 
cine, and,  of  course,  she  just  did  not  have  enough  to  go  around, 
there  just  was  no  way  for  her  to  cover  the  other  bills.  I  do  have  a 
bill  pending  in  the  Congress,  and  I  hope  the  first  improvement  we 
can  make  in  IMedicare  is  to  have  it  extend  to  the  out-of-hospital 
prescription  drugs  for  people  who  have  afflictions  that  require  regular 
prescriptions.  I  think  this  would  be  the  next  step  that  we  could  take 
to  improve  the  INfodicare  program.  [Applause.] 

]\Irs.  Howard.  It  would  give  these  people  an  extra  sum  of  money 
to  buy  other  needed  items  if  their  prescriptions  were  cared  for,  and  I 
know  that  I  have  dealings  with  these  people,  and  that  prescription 
drugs  is  a  very  definite  need. 

Senator  Church.  I  am  sure  you  are  right. 

Mr.  Earl  Long. 

STATEMENT  OF  EARL  LONG,  MURTAUGH,  IDAHO 

^U\  LoxG.  The  thing  I  wanted  to  bring  up  has  been  talked  about 
two  or  three  times. 

T  am  totallv  disabled,  and  cannot  work  anymore.  I  have  a  heart 
disease  and  crippling  arthritis. 

My  wife  never  paid  any  money  into  Social  Security,  and  if  she 
gets  sick  and  had  to  go  to  the  hospital,  I  would  like  to  see  something 
done  nbout  getting  her  a  little  help. 

There  are  others  in  the  same  boat,  too,  and  she  does  not  draw  any 
money  of  any  kind  from  Social  Security.  I  draw  a  small  check  from 
Social  Security,  but  it  is  not  near  enough  for  the  two  of  us  to  live 
on.  T  would  like  to  see  something  done. 

Senator  Church.  Would  your  wife  mind  if  I  asked  you  how  old 
she  is? 

Mr.  LoxG.  She  is  .56. 

Senator  Church.  She  is  not  eligible  for  Medicare ;  has  no  hospital 
coverage  ? 

Mr.  LoxG.  No,  nothing. 

Senator  Church.  Well,  you  know,  there  are  several  plans  for  na- 
tional medical  insurance  being  considered  by  Congress.  There  is  a 
plan  that  has  been  submitted  by  the  administration,  there  is  a  plan 
being  sponsored  by  Congressman  Wilbur  Mills  and  Senator  Ken- 
nedy, and  there  are  several  other  variations. 

These  plans  would  try  to  take  care  of  medical  disasters,  heavy 
medical  expenses  for  the  whole  population,  and  something  of  this 
kmd  is  needed  today,  just  to  avoid  the  complete  wipeout  that  many 
people  experience,  when  somebody  in  the  family  falls  seriously  sick. 

I  think  Congress  will  enact  one  plan  or  another  sometime  within 
the   next  year   or  so,  because   it  is  coming  to  a   head  now.   The 
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various  plans  have  been  submitted,  and  the  choice  will  have  to  be 
made,  but  this  may  reach,  at  least  to  some  degree,  people  who  like 
your  wife,  have  no  meaninoful  medical  coverage. 

]Mr.  LoxG.  There  are  a  lot  of  people  like  that. 

Thank  you.  [Applause.] 

Senator  Church.  Thank  you,  Mr.  Long. 

Mr.  Eeyes,  could  you  introduce  Mr.  Trevino  to  us,  please. 

STATEMENT  OP  AL  REYES  (POR  JUAN  TREVINO),  TWIN  FALLS, 

IDAHO 

]\Ir.  Reyes.  ^ly  name  is  Al  Reyes,  I  am  with  the  South  Community 
Action  Group.  Mr.  Oriol  asked  me  if  I  could  translate,  because  we 
have  a  translation  problem ;  this  is  Juan  Trevino,  he  is  a  diabetic,  and 
is  disabled  at  this  time.  He  is  60  years  old,  and  has  a  medical  problem 
with  Medicaid. 

It  seems  that  right  now  the  ^Medicaid  is  not  very  effective  in  this 
area.  About  2  or  3  weeks  ago,  ]Mr.  Trevino  just  about  died,  and  due 
to  the  fact  that  he  could  not  change  doctors,  and  the  doctor  he  was 
seeing  would  not  give  him  the  attention  he  needed  at  the  time, 
because  he  was  on  this  Medicaid,  so  I  tried  to  go  around,  and  I 
called  the  other  doctors  to  see  if  I  could  find  a  different  doctor  for 
him,  and  they  would  not  accept  this  man,  because  he  was  on  ]SIed- 
icaid,  and,  filially,  I  got  one  to  talk  to  him,  and  finally  after  tliey 
talked  to  him.  filially  they  managed  to  get  the  doctor  to  give  him 
attention  that  he  needed. 

Senator  Church.  Was  the  problem  the  fact  that  the  doctor  was 
reluctant  to  take  a  Medicaid  patient,  is  that  the  problem  ? 

Mr.  Reyes.  Doctors  do  not  accept  Medicaid.  They  will  not  take 
patients  that  are  on  ^Medicaid. 

Senator  Church.  Then  that  was  the  problem,  the  doctor  just  did 
not  w^ant  to  take  the  Medicaid  patient? 

Mr.  Reyes.  Yes,  and  Mr.  Trevino  does  not  qualify  for  Medicare, 
because  I  believe  there  is  a  waiting  time. 

Senator  Church.  We  have  changed  the  law  to  extend  the  Medicare 
to  those  disabled  under  Social  Security,  as  well  as  those  on  retire- 
ment, to  65  or  over. 

People  who  are  totally  disabled  Avill  soon  be  able  to  qualif}-.  but 
there  is  a  waiting  period. 

Mr.  Reyes.  There  is  a  waiting  period,  and  it  is  a  very  long  period, 
and  when  you  go  to  the  doctor,  and  you  tell  him  that  you  have  a 
problem,  that  I  want  you  to  wait  for  1  or  2  years  before  I  can  pay 
your  bill,  the  doctor  says,  he  kind  of  frowns. 

If  I  was  a  physician,  I  would  probably  do  the  same  thing.  I 
talked  to  Mr.  Oriol,  and  he  thought  it  was  important  enough  to  be 
brought  to  vour  attention. 

24-MoxTH  DiSABiEiTY  Period  FOR  JNIedicare 

Senator  Church.  Well,  I  am  glad  you  did  bring  it  to  my  attention, 
and  I  would  like  to  ask  the  stuff'  of  the  committee  to  take  this  general 
problem  up  with  the  State  administrators  of  the  Medicaid  program. 
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All  that  I  can  sav  is  that  under  the  present  law,  a  person  must  be- 
totally  disabled  for'  24:  consecutive  months  before  he  becomes  eligible- 
for  Medicare. 

Mr.  Reyes.  This  is  one  of  the  things  that  I  have  questioned  about. 
Medicare.  It  is  a  good  program,  but  there  are  a  lot  of  holes  in  it. 
It  needs  to  be  corrected. 

Senator  CHrRCii.  You  have  to  be  totally  disabled  for  24  months 
before  you  become  eligible,  that  is  a  long  time  to  wait.  I  am  glad  to 
have  tliis  pointed  out.  Maybe  there  is  something  we  can  do. 

[Applause.] 

Now,  is  there  anything  that  members  of  the  panel  would  like  tO' 
bring  up  that  you  have  not  already  testified  to  before  we  go  onto/ 
the  next  panel? 

Yes,  Mr.  Long. 

INIr.  LoxG.  You  said  something  about  this  ISIedicare  for  the  dis- 
abled persons. 

Senator  Church.  Yes. 

INlr.  Long.  That  we  still  have  to  wait  24  months  for  that? 

Senator  Ciiuech.  Yes,  under  the  present  law.  Actually,  up  until 
last  year  Medicare  only  extended  to  the  retired  people  65  years  and 
older,  so  this  change  in  the  law  was  meant  to  bring  into  the  program 
the  disabled,  but  it  was  done  with  the  provision  of  the  24-month 
waiting  period,  and  obviously  that  can  create  serious  hardships  in 
many  cases. 

All  right.  Thank  you  very  much,  members  of  the  panel,  for  your 
contribution  this  afternoon. 

[Applause.] 

I  would  like  to  call  our  next  witness.  Mrs.  Alice  Moore  of  Poca- 
tello.  She  is  the  daughter  of  Mrs.  Blenda  Jenkins,  and  I  might  say 
for  those  of  you  who  may  not  have  read  in  the  ncAvspaper  that  ]^Irs. 
Jenkins  was  declared  dead,  ajid  waited  a  long  time  before  the 
computer  could  be  convinced  that  she  was  not  dead  after  all. 

She  was  declared  dead  by  the  computer,  and  we  Avould  like  to  get 
a  little  better  idea  of  some  of  these  computer  problems  that  occur  in 
Social  Security. 

[Applause.] 

Airs.  Jenkins,  we  are  happy  to  see  you  alive. 

Mrs.  Jenkixs.  Thank  you. 

Senator  Church.  And  also  to  greet  your  daughter,  ]SIrs.  ]Moore. 
Could  you  just  proceed  in  any  way  you  "would  like? 

STATEMENT  OF  ALICE  MOORE,  POCATELLO.  IDAHO,  AND  BLENDA 

JENKINS,  BASALT,  IDAHO 

INIrs.  MooRE.  I  was  going  to  start  like  you  started.  You  already 
told  everybody  why  we  are  here,  and  this  was  how  I  was  going  to» 
start,  and  so  I  feel  I  did  want  to  add  that  I  feel  like  this  check  Avas 
reinstated,  namely  through  the  eti'orts  of  your  office,  and  also  the 
news  media,  and  I  do  not  think  this  is  really  the  proper  wav  to  go 
about  getting  a  check  reinstated,  I  think  maybe  I  could  question 
my  mother  rather  informally,  and  maybe  get  a  better  idea  as  to 
what  happened. 
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Senator  Church.  I  think  it  would  be  helpful  if  we  could  have 
some  of  the  particulars  of  what  your  experience  was  like. 

Mrs.  ]\IooRE.  When  did  you  first  realize  there  was  a  problem,  can 
you  tell  us? 

:Mrs.  Jenkixs.  ^\nien  I  did  not  get  my  February  check.  I  had  only 
received  one  check,  and  then  I  thought,  well,  it  will  be  along,  they 
will  send  one,  or  they  will  notify  me  why  not,  and  when  we  did  not 
hear  anything,  I  called  the  office,  and  they  said  your  check  has  been, 
there  has  been  a  mistake,  but  it  will  be  along  in  about  2  weeks,  and 
it  still  did  not  come. 

March  came  and  it  did  not  come,  so  I  called  them,  and  they  said 
yes.  they  are  up  there  today  trying  to  straighten  it  out  and  find  out 

why. 

Alice  called  them,  and  they  said  to  take  your  mother  to  the  Social 
Security  office,  and  don't  you  leave  there  without  a  supplementary 
check. 

We  went  up  there,  and  they  said  "it  had  just  been  a  mix-up,  and 
our  computers  are  out,"  and  they  said  come  back  after  a  while. 

We  went  liack,  the  girl  said,  well,  she  said  there  will  be  a  check 
in  about  2  weeks. 

That  was  in  February,  in  INIarch,  so  we  went  back  in  a  day  or  two, 
and  come  to  find  out.  they  declared  me  dead,  they  said  the  com.puter 
had  marked  me  dead,  which  was  not  very  nice. 

Mrs.  ]MooRE.  How  did  you  personally  feel  about  this  when  they 
told  you  this? 

Mrs.  Jenkins.  I  felt  terrible. 

Senator  Church.  You  were  kind  of  in  a  position  of  Tom  Sawyer, 
who  said,  "The  reports  of  my  death  have  been  greatly  exaggerated." 

Computer  Ekrors  Should  Be  Challenged 

INIrs.  Jenkins.  I  feel  like  anybody  can  call  into  a  Social  Security 
office  and  say  somebody  is  dead,  they  do  not  have  to  verify  it,  but 
it  should  be  verified  before  it  was  ever  sent  through  the  computer. 
I  do  not  think  they  should  do  that. 

Senator  Church.  Do  you  know  in  your  case  how  this  report  came 
about,  did  somebody  make  such  a  report  to  the  Social  Security  office  ? 

Mrs.  INIooRE.  This  is  something  they  have  never  told  us.  They  have 
never  accepted  any  blame  except  it  was  the  computer's  error.  This 
is  whose  error  that  it  was. 

Senator  Church.  You  cannot  fire  a  computer. 

IVIrs.  Jenkins.  That  is  right. 

ISIi's.  IMooRE.  Anyway,  this  sort  of  thing  went  on  until  May  1. 

INIrs.  Jenkins.  T  got  a  check  on  April  18.  and  then  I  got  two  over- 
payments which  I  had  to  turn  back,  and  that  in  itself  is  quite  con- 
fusing. I  think  there  should  be  a  better  way  of  handling  something 
like  this. 

Senator  Church.  I  do.  too.  I  will  agree  with  you  on  that. 

Mrs.  ]\IooRE.  I  know  there  are  people  on  Social  Security,  and  they 
do  not  have  much  of  an  income,  and  they  are  alone,  what  if  that 
would  happen  to  them  ? 

^Irs.  Jenkins.  Well,  I  live  in  a  small  community,  and  everybody 
is  willing  to  help  me.  If  you  run  out  of  coal,  they  help  you.  The  coal 
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yard  will  send  you  coal,  and  yon  pay  it  when  you  get  your  money,- 
the  lioht  company  will  carry  you,  but  if  that  happened  in  a  big 
city,  what  will  the  person  do  ? 

Senator  Church.  You  are  luclry  that  you  have  neighbors  who  will 
take  care  of  you. 

Mrs.  Jenkins.  You  bet.  I  do  not  know  what  would  have  happened. 
I  simply  do  not  know,  that  is  wliy  I  think  something  should  be 
done  to  see  that  this  does  not  happen  to  anybody  else. 

Mrs.  IklooRE.  I  have  to  take  a  little  bit  of  offense,  that  I  get  the 
attitude  that  this  is  one  in  a  million,  that  this  error  is  just  very  rare^ 
but  it  is  not  very  rare. 

It  is  more  frequent  than  people  believe.  A  computer  error  wa& 
made  on  my  brother's  check.  He  waited  from  November  until  about 
March  20,  because  the  computer  had  made  an  error  on  his  check. 

I  also  know  of  a  case  in  Idaho  Falls.  Miss  Owens,  she  is  receiving 
her  check  now,  but  the  same  thing  happened  to  her,  the  spelling 
of  the  name  is  wrong,  the  address  is  wrong,  and  right  now  she  is 
cashing  the  check  where  the  people  know  her,  but  the  day  might 
come  where  somebody  might  ask  for  her  identification,  and  I  cannot 
even  see  after  thej^  have  gone  through  all  of  this,  how  they  can  have 
this  many  errors  on  the  lady's  check,  and  on  her  grant  right  now,  so 
I  think  that  a  form  should  be  made  available,  at  least  should  be 
publicly  displayed  in  every  Social  Security  office  on  how  to  get  an 
emergency  check  when  there  is  an  error  that  ties  up  your  grant. 

E.MEROENCY    PAYMENT    SySTEM    XeEDED 

Senator  Church.  It  seems  to  me  what  is  needed  is  that  when 
errors  occur,  and  are  known  to  be  errors,  and  they  are  deep  down  in 
tlie  mechanism  of  the  computer  system,  there  ought  to  be  a  way,  as 
you  suggest,  to  take  care  of  that  on  an  emergency  basis,  until  the 
cori-ections  can  be  worked  tlirough  the  system.  People  who  are 
on  limited  Social  Security  income,  frequently  cannot  wait  2  or  3 
or  4  months  to  have  the  problem  worked  out,  and  there  ought  to  be 
a  way  to  detour  around  the  computers  if  there  are  mistakes  that  have 
to  be  worked  out  on  the  sj^stem. 

Mrs.  Jenkins.  That  is  the  way  I  feel  about  it.  [Applause.] 

Senator  Church.  The  other  thing  that  I  would  mention  is  in  line 
with  what  you  have  said,  this  is  not  such  a  rare  case,  we  have  lots 
of  these  problems. 

We  do  not  always  have  a  problem  with  a  person  being  declared 
dead,  but  we  have  other  problems,  mistakes  are  made,  an  entitlement 
is  established,  and  then  the  person  will  wait  months  for  the  first 
check. 

It  seems  to  me  that  delays  are  too  long  although  I  recognize  that 
the  Social  Security  offices  have  been  heavily  burdened  with  extra 
duties. 

INhs.  INIooRE.  This  is  true,  and  I  think  before  you  even  talk  about 
adding  more  programs  under  the  Social  Security  programs,  as  they 
stand  right  now,  that  there  is  going  to  have  to  be  something  seriously 
done  about  the  present  situation. 

Another  thing  I  think  should  be  seriously  looked  into,  I  have  a 
friend  that  lives  on  a  very  limited  income,  and  she  had  to  call  to 
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Pocatello,  and  she  has  had  some  problems  with  lier  Social  Security, 
and  she  is  really  confused,  and  she  had  to  place  a  long  distance  call. 

She  has  not  been  able  to  even  get  her  information  at  that  time, 
which  means  that  the  Social  Security  office  had  to  call  her  back. 

Why  can't  these  people  that  live  in  these  outlying  districts  have  a 
toll-free  number  like  the  Internal  Revenue  Service  does,  so  that  they 
can  call  toll-free. 

This  is  not  right  to  have  to  place  two  or  three  calls  long  distance, 
long  distance  calls  to  people  who  are  just  barely  living  on  their  in- 
come right  now. 

Senator  Ciu'Rcit.  That  is  a  good  suggestion.  If  IRS  does  it,  per- 
haps Social  Security  can  do  it  too. 

Mrs.  Moore.  I  think  so.  You  pay  this  money  in  assuming  you  are 
going  to  be  taken  care  of,  and  you  are  not  going  to  have  any  prob- 
lems, and  these  people  live  month  to  month  on  this. 

I  do  not  think  there  should  be  these  delays.  I  think  it  is  morally 
wrong  when  there  are  delaj's  that  hold  somebody's  income  up  3  or 
4  months. 

Senator  CiirRCH.  I  certainly  agree  with  you,  and  I  think  you 
have  made  a  good  suggestion  on  the  toll-free  line.  I  would  like  the 
staff  to  note  that  this  is  something  we  may  pursue  in  the  committee 
to  see  what  we  can  do;  meanwhile,  we  will  continue  to  fight  the  battle 
with  the  computers. 

Computer  Changes  Take   Time 

T  would  like  to  tell  you  ladies  a  story  before  you  leave  the  witness 
stand.  "When  this  last  adjustment  in  Social  Security  was  before  the 
Congi'ess — the  11  percent  adjustment — I  was  anxious  that  the  whole 
11  percent  might  be  made  at  one  time,  rather  than  in  two  install- 
ments. We  had  been  able  in  the  past  to  make  adjustments  in  Social 
Security  with  as  little  as  3  months  notice  to  the  Social  Security 
Administration. 

When  we  looked  into  it  this  time,  we  were  told  that  the  system 
had  been  completely  com]iuterized.  and  that  it  was  the  finest  com- 
puter system  in  the  world,  and  that  it  was  all  there  in  Baltimore, 
and  I  was  invited  to  come  over  and  see  it.  I  said  yes,  I  would  like 
to  see  it  when  I  get  a  chance,  but  first  I  would  like  to  make  this 
adjustment  in  Social  Security,  and  I  would  like  to  get  it  made 
within  a  o-month  period,  as  we  have  been  able  to  do  in  the  past. 

I  was  told,  it  was  not  possible  now,  because  it  takes  6  months  to 
program  the  computers,  so  in  the  name  of  the  best  computer  system 
in  the  world,  we  lose  3  months  time,  and  I  think  these  are  things 
that  j^eople  wonder  about.  I  think  your  case  will  probably  do  more 
to  correct  these  problems,  and  get  quicker  action  from  hum.an  beings, 
when  himian  beings  haA'e  problems,  than  anything  else  I  know,  and 
I  think  the  publicity  given,  the  fact  you  brought  to  us.  and  the  fact 
we  were  able  to  help,  T  think,  will  help  a  lot  of  people. 

IVIrs.  ]\Ioore.  I  think  that  is  the  only  thing  that  will  make  it  worth- 
while as  far  as  I  am  concerned. 

]\[rs.  Jexkixs.  It  will  be  worth  it  if  I  can  do  that. 

Senator  Church.  Your  case  will  help  a  lot  of  people  all  over  the 
count  rv. 
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Thank  you  very  much.  [Applause.]  .     t  i  i 

Our  next  two  witnesses  are  Social  Security  directors  here  m  Idaho, 
Guy  Shambaugli  of  Boise,  and  John  K.  Carlton  of  Twin  Falls. 
Gentlemen,  I  am  happy  to  welcome  you  here  this  afternoon.  I  under- 
stand each  of  you  have  a  prepared  statement,  and  if  you  would  like 
to  proceed  with  them,  fine. 

STATEMENT  OF  GUY  SHAMBAUGH,-  DIRECTOR,  SOCIAL  SECURITY 

OFFICE,  BOISE,  IDAHO 

Mr.  SIIA3IBAUGII.  Thank  you.  Senator  Church,  ladies  and  gentle- 
men. First,  let  me  say  I  am  very  happy  to  have  this  opportunity 
to  be  here  today,  and  I  might  start  off  by  saying  that  the  Social 
Security  in  Boise  has  been  and  continues  to  assist  the  general  public 
in  their  efforts  to  claim  any  Social  Security  and/or  Supplemental 
Security  Income  benefits  they  may  be  eligible  for.  Our  office  staff 
was  kept  fully  occupied  with  only"  administering  the  title  II  Social 
Security  benefits  up  through  1973. 

A  substantial  workload  was  added  in  1073.  and  continues  with 
particularly  large  increases  starting  January  1971  as  all  Social 
Security  Offices  had  the  full  responsibility  of  establishing  entitle- 
ment to  a  Supplemental  Security  Income  payment  to  the  old  age, 
blind,  or  totally  disabled  individuals  with  limited  income. 

AVe.  in  the  Social  Security  Offices,  are  happy  to  be  of  service  to 
tliese  needy  persons  in  our  ^society.  We  find  it  a  most  challenging 
experience' to  help  estal)lish  their  eligibility.  We  do  get  some  feeling 
of  frustration  in  our  jobs  as  we  find  ourselves  with  too  little  time 
to  do  as  thorough  interview  as  is  really  necessary  to  fully  explain 
tlie  fienefits  of  the  program  and  achieve  full  understanding  on  the 
part  of  the  applicants  for  benefits. 

Time   Ixvoi.ved   ix   PnKi'ARixG   Claim 

Our  experience  to  date  shows  a  need  of  approximately  80  minutes 
on  the  average  to  an  applicant  for  Supplemental  Security  Income 
benefits.  If  a  person  files  for  disability  benefits  it  requires  on  an 
average  45  minutes.  After  the  applications  are  completed  and  the 
individual  has  left  the  office  there  is  considerable  time  involved  in 
preparing  the  claim  for  SSI  payment  in  the  areas  of  verifying  the 
resource.s  alleged,  reaching  a  decision  and  in  putting  information 
into  the  records  system  of  SSA  centrally  and  in  program  centers 
so  that  payment  can  be  made  or  notice  of  nonentitlement  is  sent  the 
applicant. 

The  increased  workload  in  the  Social  Security  Office  is  not  only 
in  the  lengthy  interviews  necessary  but  in  the  increased  numbers  of 
individuals  making  inquiry  which  in  many  cases  after  lengthy  dis- 
cussions are  resolved  as  ineligibile  without  a  formal  application. 

In  this  connection,  the  area  of  Idaho  served  by  our  Boise  office  had 
during  the  Januaiy-March  quarter  of  1973,  1.344  claims  of  all  kinds 
and  2.922  nonclaims  or  post  entitlement  receipts  while  in  the  same 

*See  additional  statement,  appendix  1,  item  1,  p.  523. 
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January-March  quarter  1974,  1,534  claims  and  4,925  nonclaims  or 
post-entitlement  actions. 

Senator  Church.  What  do  you  mean  by  nonclaim  or  post-entitle- 
ment receipts? 

Mr.  Shambaugh.  These  would  be  inquiries  of  various  kinds  asking 
about  the  program  and  informally  discussing  the  program,  that  is, 
does  the  person  possibly  qualify  for  some  type  of  benefit. 

Senator  Church.  I  see. 

Mr.  Shambaugh.  With  all  of  the  increased  workloads  I  have  dis- 
cussed above,  I  need  to  point  out  that  our  office  stajff  has  increased 
only  by  two  in  regular  employees  over  the  last  11/^  years.  We  now 
have  21  regular  employees  in  Boise.  The  extra  work  is  accomplished 
by  use  of  overtime  starting  in  January  of  this  year.  In  most  cases 
at  least  an  hour  each  day  and  4  to  8  hours  on  Saturday  are  worked 
by  each  employee. 

This  has  been  pretty  much  the  pattern  since  the  first  of  the  year. 

Now,  if  there  are  specific  questions  that  we  might  try  to  respond 
to,  I  would  certainly  try  to  do  that.  Senator. 

Senator  Church.  Mr.  Shambaugh,  I  would  like  to  know  how  much 
of  this  extra  work  has  been  due  to  the  establishment  of  the  SSI  pro- 
gram, that  is  to  say,  determining  those  that  are  eligible  for  the  pro- 
gram, and  getting  started,  since  the  program  came  into  effect  in 
January  of  this  year.  I  suppose  the  additional  work  burden  has 
largely  been  involved  in  getting  that  program  underway. 

Mr.  Shambaugh.  Eight.  It  has  been  mostly  that.  Actually  the 
claims  that  we  have  had,  when  we  talk  about  claims  here,  we  have 
had  a  little,  in  fact,  we  have  had  a  few  less  regular  SSI  claims  in 
this  period,  so  the  increase  in  claims  is  strictly  due  to  the  SSI  ap- 
plications that  have  been  taken. 

Senator  Church.  Is  this  a  workload  that  will  tend  to  diminish 
once  the  program  is  established  and  underway? 

Workload   Wilt,   Not  Diminish 

Mr.  Shambaugh.  I  do  not  see  it  will  really  be  diminishing  very 
much,  because  there  are  certain  aspects  of  the  program  that  have  not 
been  affecting  the  workload,  such  as  the  recommendation  area 
which  has  to  be  done  in  the  district  office  on  SSI,  which  normally 
went  to  another  agency,  and  also  the  area  of  redeterminations  that 
have  to  be  done  at  least  once  a  year  on  people  who  are  on  the  rolls 
on  SSI.  That  type  of  interview,  from  our  experience,  shows  that 
these  really  amount  to  the  same  amount  of  time  at  least  as  an  initial 
application,  so  that  we  have  a  substantial  workload  that  we  have 
not  even  been  faced  with,  which  will  take  up  any  slack  that  we  might 
phase  out  a  little  later. 

Senator  Church.  "Wliat  you  are  telling  me  then  is  that  we  will 
have  to  have  additional  personnel  in  Social  Security  if  we  are  going 
to  handle  this  workload  efficiently  ? 

Mr.  Shambaugh.  This  seems  to  be  very  obvious  to  us  out  in  the 
field. 

Senator  Church.  How  many  people,  since  January,  are  now  get- 
ting SSI  checks — those  that  have  made  application — and  then  had 
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their  applications  processed ;  how  many  are  yoii  actually  paying  ?  It 
is  May,  the  program  has  been  in  effect  since  January.  How  many 
supplemental  checks  are  you  paying  out  now  through  the  Boise 
office? 

Mr.  Shambatjgh.  Well,  I  think  we  have  a  figure  that  would  rep- 
resent the  payments  made  on  SSI  for  the  month  of  March,  which 
would  include  the  cases  that  were  converted  from  the  State  rolls. 
This  would  be  the  total,  and  the  figures  we  have,  that  would  supply 
for  March,  shows  that  Idaho  has  6,195  recipients  of  SSI. 

Senator  Chttrch.  How  many  of  those  6,000  plus  recipients  were 
transferred  over  from  old  age  assistance? 

Mr.  Shambattgh.  The  big  part  of  them.  I  think  actually  we  have 
added,  I  am  not  giving  you  an  exact  figure,  but  I  think  we  have 
added  about  500  that  are  strictly  new  additions,  since  January,  but 
this  does  not  account  for  all  that  have  been  taken,  because  there  are 
a  number  of  claims  pending  in  the  sj^stem  some  place. 

They  have  left  our  office  or  other  offices,  and  are  pending.  There 
is  a  substantial  backlog  in  the  Baltimore  record  center  and  in  our  pay- 
ment centers. 

Senator  Chltrch.  Tell  me,  suppose  somebody  comes  into  the  Boise 
office,  who  is  eligible,  makes  a  formal  application  for  Supplemental 
Security  Income  payments,  is  found  to  be  eligible;  how  long  does 
that  person  have  to  wait  before  he  or  she  receives  the  first  supple- 
mental check  on  the  average? 

Mr.  SiiAMBAUGH.  This  would  be  a  nondisability,  because  disability 
is  substantially  longer. 

Senator  Church.  This  is  a  nondisability  case.  I  am  speaking  of 
a  person  eligible  for  SSI  supplemental  payments,  and  who  makes 
formal  application,  eligibility  is  detei-mined  by  your  office:  how  long 
does  that  person  have  to  wait  before  he  receives  the  first  check? 

SSI  Waitixg  Period  of  30   Days 

Mr.  Shambaugh.  In  theorj'',  it  was  supposed  to  be  a  maximum  of 
8  to  10  days.  It  has  not  happened  that  way.  They  have  rapidly  built 
up  a  backlog.  I  think  we  are  finding  it  does  take  30  days  for  them 
to  get  the  check.  Certainly,  it  would  be  true  if  they  filed  in  the  middle 
or  latter  part  of  the  month. 

Senator  Church.  But  the  waiting  period  is  not  exceeding  30  days 
on  the  average? 

iSIr.  Shambaugh.  Well,  I  do  not  think  so.  Our  experience  seems 
to  show  that  is  true,  but  if  some  little  technicality  gets  involved,  it 
can  be  longer. 

We  have  a  number  that  are  longer,  and  this  would  account  for 
the  need  for  emergency  payments,  which  are  made.  There  is  a  pro- 
cedure to  provide  emergency  payments  to  those  in  dire  straits  under 
certain  situations,  and  which  we  can  do  on  the  spot,  if  it  was  a  true 
emergency. 

Senator  Church.  These  emergency  situations  do  not  have  to  go 
through  Baltimore. 

Mr.  Shambaugh.  If  it  is  a  case  of  eligibility,  and  there  is  dire 
need,  we  have  emergency  funds  in  our  office,  which  we  can  counter- 
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sign,  so  where  this  allegation  is  made,  we  do  take  steps  to  provide 
those. 

Part  of  the  problem  comes  in  on  others  though  where  they  have 
been  set  up  for  payments,  and  the  checks  do  not  come  on  time,  and 
they  have  an  emergency,  then  we  still  have  the  additional  procedure, 
called  one-time  only  payment,  which  has  been  provided  for.  The  U.S. 
Treasury  will  not  reissue  a  check  in  an  emergency  where  there  is  a 
check  issued,  until  they  can  account  for  a  first  check.  We  do  have 
one-time  only  payments,  which  are  used  to  bring  people  up  to  date 
when  they  are  in  dire  straits. 

Whetlier  that  adequately  responds  to  your  question  or  not.  Senator, 
I  do  not  know. 

Senator  Church.  It  has  helped. 

Mr.  Carlton,  you  have  a  statement  you  would  like  to  read  at  this 
time  ? 

STATEMENT  OF  JOHN  K.  CAELTON,  DIRECTOR,  SOCIAL  SECURITY 

OFFICE,  TWIN  FALLS,  IDAHO 

Mr.  Carlton.  Yes.  Thank  you.  Senator. 

The  purpose  of  these  hearings,  as  I  understand  it,  is  to  examine 
the  future  of  Social  Security.  Before  determining  the  future  it 
would  appear  appropriate  to  look  briefly  at  the  past  and  at  the 
present. 

The  original  Social  Security  Act.  passed  by  Congress  in  193.5, 
contained  certain  basic  principles  which  have  been  continuallj^  ad- 
hered to.  These  principles,  in  my  opinion,  must  not  be  compromised. 
In  essence,  the  Social  Security  program  provides  cash  benefits  de- 
signed to  partially  replace  the  income  lost  when  a  worker  retires, 
becomes  disabled,  or  dies.  The  program  is  work  related,  does  not 
contain  a  means  test,  is  contributory  and  compulsory,  and  the  rights 
are  clearly  defined  in  the  law. 

Beginning  in  1975  the  monthly  amounts  payable,  the  amount  a 
recipient  can  earn  without  penalty,  and  the  taxable  wage  base,  are 
all  tied  directly  to  the  cost  of  living  determined  by  the  consumer 
price  index.  Thus,  the  Social  Security  benefits,  as  well  as  the  fiscal 
soundness  of  the  trust  funds,  are  inflation  proof. 

Present  Procraini  is   Fiscally  Sound 

It  is  apparent  that  many  needs  of  the  aged  are  not  being  com- 
pletely met  at  this  time,  but  I  do  not  feel  that  a  major  extension 
of  the  Social  Security  program  is  an  appropriate  way  to  meet  these 
needs,  particularly  if  such  an  extension  involved  the  use  of  general 
fund  revenues.  The  vested  right  of  workers  contributing  to  the 
Social  Security  trust  funds  must  be  maintained.  The  present  pro- 
gram is  fiscally  sound  and  is  accomplishing  what  it  was  intended  to 
accomplish. 

Let  me  present  a  few  figures.  Most  people  are  not  aware  of  the 
economic  impact  of  Social  Security  payments.  It  is  a  fact  that  in 
most  cities  and  towns  of  the  United  States  the  monthly  Social 
Security  checks  mailed  out  constitute,  by  far,  the  largest  single 
source  of  income  available  to  the  community. 
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As  an  immediate  example,  Social  Security  checks  mailed  each 
month  to  beneficiaries  in  the  eight  counties  of  Mao:ic  Valley,  total 
$2.5  million.  When  JNIedicare  reimbursements  and  the  new  Supple- 
mental Security  Income  checks  are  included,  the  total  each  month 
is  over  $3  million. 

In  Twin  Falls  alone,  Social  Security  payments  total  $750,000  every 
month.  When  Medicare  and  Supplemental  Security  Income  pay- 
ments are  included,  $1  million  is  released  to  citizens  of  Twin  Falls 
every  month  of  the  year.  The  impact  of  this  flow  of  money  on  the 
businesses  of  Twin  Falls  is  obvious. 

Of  course,  these  figures,  although  impressive  economically,  do  not 
solve  the  pressing  problems  of  the  aged.  Although,  as  I  have  stated, 
I  feel  that  Social  Security  itself  is  in  good  shape  and  fulfilling  its 
l^urpose,  I  am  not  so  sanguine  concerning  INIedicare  and  the  Supple- 
mental Security  Income  program. 

I  feel  that  Medicare  needs  to  be  rather  drastically  overhauled.  I 
have  particular  reference  to  the  need  for  prescription  drugs,  hearing- 
aids,  eyeglasses,  and  dental  work  to  be  covered  under  ]Medicare. 
Long-term  nursing  care,  both  for  institutionalized  and  for  those  in 
their  own  homes,  needs  to  be  greatly  expanded.  There  are  many 
approaches  to  the  solution  of  these  problems,  including  various  na- 
tional health  insurance  proposals,  but  I  am  confident  that  these 
suggested  coverages  could  be  included  in  the  present  INIedicare  system 
as  it  applies  to  the  aged  and  disabled. 

The  newly  instituted  Supplemental  Security  Income  program, 
Avhich  guarantees  a  minimum  income  level  to  the  needy  aged,  blind, 
and  disabled  is,  as  you  are  aware,  adniinisteied  by  the  Social  Secu- 
rity Administration.  This  program  is  financed  by  general  revenues 
and,  although  administered  by  Social  Security,  is  a  completely 
separate  program  financially.  This,  I  think,  is  as  it  should  be.  We  iii 
the  Social  Security  Administration  are  proud  that  we  were  chosen 
to  administer  SSI,  and  we  feel  that  it  is  workinjr  well. 

SSI  ProgiiajM — A  Prototyte  for  Future  Actions 

We  have  had  some  problems  with  computer  capability  and  lack 
of  sufficient  staff.  })ut  considering  the  magnitude  of  taking  over  a 
program  formally  handled  by  some  1,150  State  and  local  agencies, 
I  think  we  have  been  successful. 

The  SSI  program  could  well  be  a  prototype  for  future  actions  of 
a  similar  nature.  If  the  future  of  Social  Security  includes  the  ad- 
ministration of  other  programs  aimed  at  solving  the  problems  of 
the  needy,  I  have  two  requests.  Give  us  sufficient  staff  to  handle  the 
work  and  keep  the  programs  fiscall}^  separate  from  the  present  Social 
Security  system. 

I  will  close  by  saying  that  regardless  of  what  changes  may  occur 
in  the  future,  the  fundamental  objective  of  tlie  Social  Socuritv  Ad- 
ministration will  continue  to  be  one  of  maintaining  the  highest 
possible  standards  of  service  to  the  public. 

Thank  you  for  the  opportunity  of  presenting  this  testimony. 

[Applause.] 

Senator  Churcit.  Mr.  Carlton,  I  think  your  two  requests  are  very 
reasonable.  You  have  assumed  some  extra  burdens  with  the   SSI 
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program.  I  think  tliat.  generally,  across  the  country,  Social  Security 
has  been  administered  quite  well.  It  was  attributed  to  the  record 
that  has  been  made  by  Social  Security.  I  do  believe  with  respect  to 
your  suggestions  for  ^Medicare,  improving  the  ]\Iedicare  program,  I 
think  the^  gaps  you  mentioned  are  the  very  ones  that  need  to  be 
closed,  and  one  thing  that  I  worry  about  is  that  if  we  go  to  a  na- 
tional health  insurance  program  of  some  kind  for  protection  against 
medical  disasters,  we  must  not  do  this  at  the  expense  of  ]Medicare. 

I  am  afraid  that  there  will  be  some  people  who  will  say  let  us 
have  a  national  program,  and  in  order  to  get  it,  they  will  want  to 
dilute  what  Medicare  now  covers,  and  I  think  that  would  be  a  grave 
mistake. 

If  we  go  to  the  medical  insurance  program  nationwide,  we  must 
see  to  it  that  it  does  not  dilute  the  medical  care  program.  I,  person- 
ally, would  prefer  to  see  an  adequate  medical  care  program  for  the 
aged  who  have  the  greatest  need  medically  before  we  start  on  our 
nationwide  medical  insurance  program. 

Mt.  Caeltox.  Senator,  m.ay  I  make  a  couple  of  comments? 

I  would  like  to  make  one  comment  to  the  lady  declared  dead  by  the 
computer.  Regardless  of  what  somebody  in  the  Social  Security  office 
told  her.  computers  do  not  make  errors,  and  if  she  was  declared  dead 
by  a  computer,  then  somebody  pushed  the  wrong  button,  and  in 
response  to  your  comment,  since  the  beginning  of  this  year,  and  our 
problems  with  the  SSI  program,  we  do  have  means  available  in 
every  Social  Security  office  at  the  present  time,  of  bypassing  the 
computer  when  it  gets  plugged  up. 

Senator  Chuech.  That  is  good  to  know.  I  am  sure  that  is  neces- 
sary. 

Mr.  Carltox.  Yes,  it  is,  and  experiences  such  as  that  fine  lady's 
have  caused  us  to  develop  these  programs. 

Senator  Church.  One  other  point  I  am  glad  you  made,  is  that 
Social  Security  is  fiscally  sound.  Some  of  you  folks  may  hear  it  said 
from  time  to  time  that  Social  Security  is  in  terrible  trouble,  that  in 
the  next  20  or  30  years  the  system  is  going  to  collapse,  that  the 
people  who  are  paying  into  it  have  no  assurance  that  they  are  going 
to  get  their  benefits  when  their  time  comes.  If  you  hear  that,  do 
not  let  it  concern  you.  because  the  Congress  requires  a  regular  audit 
of  Social  Security.  That  is  made  by  outside  auditors,  competent 
actuarial  experts  from  private  insurance  companies.  This  report  is 
i-egularly  presented  to  the  Congress,  and  the  system  is  sound,  it  has 
always  been  sound,  and  we  have  it  certified  to  us  on  a  regular  basis. 
"We  are  going  to  keep  it  sound,  so  there  should  never  be  any  worry 
that  when  you  are  old  enough  to  come  into  your  entitlement,  that  the 
money  will  not  be  there.  It  will  be  there. 

Social  Securtty  ix  No  Danger  or  Collapse 

I  just  wanted  to  say  that,  because  there  are  alarmists  all  the  time 
spreading  the  word  that  Social  Security  is  about  to  collapse  in  this 
country,  and  that  is  not  so. 

]Mr.  Carlton,  I  have  one  question  for  you.  As  you  know,  there  are 
final  plans  underway  now  to  permit  the  direct  deposit  of  Social 
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Security  benefits  in  the  bank  designated  hj  the   Social   Security 
beneficiary.  This  is  an  optional  arrangement. 

Do  you  see  any  possible  problems  in  this,  or  do  you  think  that 
banks  might  make  service  charges,  anything  on  the  horizon  here  that 
we  should  know  about  ? 

INIr.  Carlton.  Yes,  there  are  problems  with  that  procedure.  The; 
primary  problem  we  find  is  there  are  certain  reports  required  of 
Social  Security  beneficiaries,  having  to  do  with  earnings  under  the 
retirement  test,  having  to  do  with  their  changes  of  address,  especially 
if  they  leave  the  country,  having  to  do  with  all  sorts  of  things, 
marriages,  divorces,  deaths,  when  the  checks  are  going  to  a  bank, 
that  is  the  only  address  we  have,  and  we  are  unable  to  get  the  reports 
that  we  find  necessary,  because  the  banks  obviously  do  not  tell  us. 

A  good  example  of  that,  if  something  goes  wrong,  and  I  hate  to 
keep  bringing  this  up  with  a  computer,  if  for  some  reason  the  check  is 
not  mailed,  the  individual  does  not  know  this  until  they  get  the 
bank  statement  the  following  month,  and  if  we  could  be  informed 
of  the  fact  immediately,  as  we  would  be  if  the  checks  were  going 
directly  to  them,  we  could  do  something  about  it  immediately. 

Senator  Church.  I  can  see  where  you  might  have  a  30-day  delay 
before  you  ever  get  the  news  of  it  from  the  beneficiary. 

Mr.  Carltox.  Aside  from  that,  certainly  we  have  no  objections  to 
direct  deposits  in  a  bank. 

Mr.  Shambaugh.  It  would  seem  to  solve  some  problems,  and 
really  create  a  few  more,  but  it  would  be  very  helpful  in  some  areas. 

Senator  Chtirch.  Anything  else  any  of  you  would  like  to  add  ? 

IMedicare  Allowable  Charges  and  Doctors  Fees 

Mr.  Shambaugh.  Maybe  I  should  add  a  comment  I  get  from  my 
staff  here  in  terms  of  Medicare,  and  discussing  Medicare  claims,  one 
of  the  concerns  that  a  lot  of  people  are  expressing  is  the  difference 
between  the  allowable  charges,  and  what  the  doctor  charges  are. 

This  seems  to  be  a  rather  common  complaint  that  is  getti)\£r  a 
pretty  big  margin  in  a  number  of  cases  between  what  is  allowable, 
and  what  the  doctor  feels  has  to  be  his  charge. 

Senator  Church.  I  know  there  is  great  confusion  about  this,  be- 
cause as  I  go  to  the  courthouses  and  meet  with  people  who  have 
problems,  very  often  this  will  come  up. 

Is  there  a  better  way  that  it  could  be  explained,  or  do  you  think 
that  we  ought  to  change  the  program  to  eliminate  this  confusion? 

Mr,  SHA]\rBAuoH.  AVell.  I  wish  there  were  a  better  way  to  get 
better  understanding  of  it. 

If  you  took  off  your  controls.  I  am  sure  there  would  be  some  real 
problems  created,  because  as  it  is  now,  it  is  based  on  the  average 
foi-  the  community,  for  say  a  year  pi-ior.  so  it  does  create  some 
problems  currenth\  in  trying  to  adjust  to  the  cost  of  living. 

Senator  Church.  What  percentage  of  the  doctors  in  Idaho  now  are 
taking  ^Medicare  on  an  assignment  basis? 

jMr.  Shambaugh.  I  believe  the  last  figure  I  saw  would  be  about 
35  percent,  I  believe,  that  is  about  the  figure. 

^[r.  Cari/iox.  You  are  a  month  behind.  It  is  33  percent. 

Senator  Church.  Is  it  falling  off'  ^ 
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Mr,  Shambaugh.  Yes,  it  is. 

Senator  Church.  Just  a  word  of  explanation,  those  doctors  that 
take  Medicare  patients  on  an  assignment  basis  agree  to  accept  the 
fee  that  Medicare  pays  for  the  service,  and  not  to  charge  the  patient 
anything  additional.  Only  about  a  third  of  the  doctors  in  Idaho  take 
Medicare  on  that  basis  anymore.  The  others  reserve  the  right  to 
•charge  something  over  what  Medicare  may  detei-mine  to  be  a  reason- 
able figure,  and  as  the  gentleman  has  suggested,  that  reasonable  fee 
is  based  on  the  average  fee  charged  in  the  community  for  that  par- 
ticular service.  Doctors  more  and  more  are  reserving  the  right  to 
•establisli  their  own  fee,  and  the  patient  has  to  pay  anything  over 
what  Medicare  regards  as  a  reasonable  fee  for  the  particular  service 
received. 

This  causes  a  lot  of  confusion.  One  person  who  goes  to  a  doctor 
wlio  take  an  assignment,  and  have  nothing  else  extra  to  pay. 

The  next  person  may  have  a  few  dollars  to  pay.  The  next  person 
receiving  the  same  service  may  have  $30  or  $40  or  $50  more  to  pay, 
depending  on  the  fees  doctors  charge  in  each  particular  case. 

I  do  not  know  whether  I  have  explained  it  clearly. 

I  think  every  effort  should  be  made  to  explain  that  to  people,  be- 
cause it  continues  to  cause  a  great  deal  of  confusion. 

Mr.  Carlton.  Senator,  I  would  like  to  make  one  final  comment.  I 
would  like  to  give  my  personal  thanks  to  those  citizens  of  Magic  Val- 
le}'  who  responded  to  our  recent  call  for  volunteer  workers  until  what 
we  chose  to  call  Project  ALERT,  an  attempt  to  find  people  eligible 
for  the  Supplemental  Security  Income  program. 

We  did  have  a  lot  of  volunteers,  and  they  did  a  good  job.  This 
project  will  continue,  and  I  would  like  to  also  give  thanks  to  the 
State  Office  on  Aging,  which  is  helping  with  the  continuation  of  this 
project. 

Senator  Church.  Very  good. 

Thank  you  very  much,  gentlemen.  [Applause.] 

Now,  folks,  we  are  going  to  take  a  break,  and  we  will  be  right  back. 

[Whereupon,  a  short  recess  was  taken.] 

after  recess 

Senator  Church.  The  committee  will  be  in  order. 

Our  next  witness  panel  is  the  National  Retired  Teachers  Associa- 
tion/American Association  of  Retired  Persons,  compi'ised  of  Kennetli 
Hill,  chairman  of  the  joint  State  legislative  committee.  National  Re- 
tired Teachers  Association,  Boise,  and  he  is  accompanied  by  Mrs. 
Faye  Rebonstorf,  a  member  of  the  joint  State  legislative  committee, 
Coeur  d'Alene. 

STATEMENT  OF  KENNETH  HILL,  CHAIRMAN,  JOINT  STATE  LEG- 
ISLATIVE COMMITTEE,  NATIONAL  RETIRED  TEACHERS  ASSO- 
CIATION/AMERICAN ASSOCIATION  OE  RETIRED  PERSONS,  BOISE, 
IDAHO 

INIr.  Hill.  Thank  jou,  Senator  Church,  distinguished  members  of 
the  committee.  I  am  Kenneth  L.  Hill,  chairman  of  the  Idaho  joint 
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State  legislative  committee  of  the  National  Retired  Teachers  Associa- 
tion/American Association  of  Retired  Persons. 

With  me  today  is  Mrs.  Faye  Rebenstorf ,  who  is  also  a  member  of 
the  committee. 

On  behalf  of  the  26,350  members  of  the  associations  in  this  State, 
we  wish  to  address  ourselves  to  three  legislative  issues  of  importance 
to  tlie  aged:  The  Social  Security  retirement  test,  the  treatment  of 
working  wives  under  Social  Security,  and  the  retirement  income 
credit  of  Internal  Revenue  Code,  section  37.  We  thank  the  Special 
Committee  on  Aging  for  affording  us  an  opportunity  to  comment  on 
these  matters. 

At  the  present  time,  the  Social  Security  cash  benefit  programs  are 
designed  to  provide  protection  against  the  loss  of  earnings  due  to 
retirement,  death,  or  disability.  The  primary  mechanism  used  to  de- 
termine whether  the  necessary  lose  of  earnings  has  occurred  is,  of 
course,  the  retirement  test. 

Perhaps  no  feature  of  the  Social  Security  system  is  more  contro- 
versial. Our  organizations  recognize  that  the  abolishment  of  the  re- 
tirement test  would  change  fundamentally  the  nature  of  the  cash 
benefit  programs  from  that  of  insurance  against  the  loss  of  earnings 
to  that  of  an  annuity  payable  at  a  certain  age. 

The  trouble  with  this  situation  is  that  if  we  were  to  undertake 
this  change,  it  would  immediately  increase  the  responsibility  of  the 
Federal  Government  to  a  considerable  amount.  If  we  were  to  do  that, 
it  would  make  it  necessary  to  call  upon  the  general  revenues  of  the 
Federal  Government  in  order  to  carry  the  program  on. 

"Penalties"  eor  Workixg 

The  general  revenue  sources  are  presumed  to  be  equitable  to  every- 
one concerned,  and  we  feel  the  existing  program  works  a  hards^liip  on 
the  individuals  who  have  arrived  at  the  magic  age  of  65,  that  he  is 
immediately  penalized  from  anj^  opportunity  to  pursue  gainful  em- 
ployment thereafter.  There  are  real  penalties. 

First  of  all,  you  go  on  paying  the  Social  Security  tax.  Second,  if 
you  earned  more  than  $2,400,  you  are  immediately  losing  $1  for 
each  that  you  earned,  and  so  you  have  a  50  percent  tax  applicable 
to  your  lot  at  that  point. 

The  substance  of  this  restriction  causes  the  man  to  wonder  whether 
or  not  it  is  worthwhile  to  pursue,  and  my  personal  experience  has 
l^een  that  those  of  us  who  arrive  at  the  magic  age  of  65,  the  greatest 
problem  we  have  is  worthwhile  employment,  worthwhile  activity,  and 
all  at  once  there  are  those  who  would  like  to  supplement  their  income, 
so  many  obstacles  are  put  in  their  way,  that  they  finally  sit  down 
and  die. 

When  older  people  sit  down,  they  die. 

You  have  got  to  stay  alive,  and  this  is  a  direct  opposition  to  the 
very  thing  we  are  trying  to  do  in  various  programs  that  are  offered 
to  keep  the  older  people  busy  and  occupied.  It  is  a  wrong  treatment 
of  a  situation  entirely. 

Now,  I  know  full  well  that  if  we  carry  on  this  program,  and  ex- 
tend this  other  privilege  to  where  it  will  make  the  cost  prohibitive, 
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as  far  as  getting  it  away  from  the  employer  and  the  present  worker, 
so  I  think  there  is  great  doubts  as  to  whether  or  not  we  ought  to 
inci-ease  the  taxes  for  further  expansion  of  Social  Security  out  of  the 
employer  or  the  employee,  and  if  it  is  to  happen,  it  will  have  to  come 
out  of  general  revenue. 

I  know  that  we  are  all  a  little  ill  about  all  of  the  taxes,  but  surely 
that  is  the  more  equitable  way  to  raise  the  money  to  do  this,  than 
it  is  to  put  back  on  the  worker. 

We  object  seriously  to  the  fact  that  this  applies  only  to  those  who 
earn  wages.  If  you  have  a  bundle  of  bonds  that  high,  and  you  get  a 
great  deal  of  dividends  each  year,  this  does  not  affect  your  earnings, 
it  is  only  if  you  go  out  and  work  with  3'our  hands. 

This  is  wrong.  It  should  not  be  tliat  way. 

Now,  we  would  like  to  have  something  done  about  that.  In  one  of 
our  meetings  the  other  day,  we  had  a  frank  discussion  of  a  problem 
that  we  would  like  to  call  to  the  attention  of  the  Senator  and  his 
people,  and  I  would  like  to  just  read  this  for  you,  and  this  is  not 
directed  at  Social  Security  as  such. 

Senator,  this  thing  I  am  about  to  read  to  you  does  not  refer  par- 
ticularly to  Social  Security,  but  rather  to  generally  people  in  the 
retirement  age. 

We  are  pleased  to  have  this  opportunity  to  express  our  thoughts  re- 
garding future  direction  of  Social  Security  program.  We  sincerely 
believe  only  by  viewing  social  programing  for  senior  citizens  in  its 
entirety,  can  positive  recommendations  be  made. 

Over  the  3'ears,  and  particularly  during  the  last  few  years,  we  have 
viewed  with  alarm  development  of  social  service  delivery  systems 
that  makes  it  extremely  difficult  for  older  citizens  to  determine  who 
are  entitled  to  services,  and  who  are  the  service  providers. 

We  wonder,  is  it  the  purpose  of  the  delivery  system  to  simply  con- 
duct surveys,  and  studies  to  be  filed  in  various  departments  of  the 
system. 

Our  Nation.  State,  and  communities  have  been  surveyed  and  studied 
and  resurveyed  and  restudied  by  Federal  agencies.  State  agencies, 
nonprofit  organizations  of  every  type. 

Each  agency  claims  they  are  authorized  and  have  a  specific  duty 
to  determine  and  respond  to  the  needs  of  the  elderly. 

Each  office  is  given  the  opporutnity  of  coordinating  their  efforts 
with  other  agencies,  however,  we  see  little  evidence  of  sincere  co- 
operation to  that  end. 

We  recognize  and  appreciate  the  efforts  of  the  Congress  in  Wash- 
ington to  pi'ovide  solutions  to  the  problems  of  senior  citizens.  Un- 
fortunately, many  of  the  departments  of  Government  recognizing  the 
social  political  appeal  of  helping  to  assist  the  elderly  with  their 
problems,  have  sought  authority  to  share  in  the  general  effort. 

It  is  our  understanding  when  legislation  is  passed  affecting  senior 
citizens,  each  department  that  can  associate  itself  with  the  provider, 
with  the  provisions  of  the  law,  undertakes  its  own  interpretation  of 
the  manner  in  which  the  department  or  agency  will  respond,  and 
then  these  guidelines  were  passed  on  to  the  related  State  agencies, 
that  in  turn  decides  how  a  State  agency  will  plan  to  carry  out  the 
new  law,  and  hence  to  the  local  level  for  ultimate  implementation. 
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A  "Labyrinth"  of  Agencies 

The  result  has  been  a  labyrinth  of  interrelated,  uncoordinated 
agencies  that  have  been  created,  each  striving  to  expand  itself. 

The  intent  of  Congress  is  lost  in  the  process.  The  funds  provided 
for  services  to  people  is  consumed  at  agency  payrolls,  and  dissipated 
in  the  maze  of  duplicated  service  delivery  systems. 

As  citizens,  we  do  not  know  how  this  can  be  solved,  but  we  want 
respectfully  to  encourage  you  and  your  associates  to  try  some  solution. 

Xow,  this  is  an  aside. 

Now,  I  will  turn  the  microphone  over  to  ]\Irs.  Faye  Eebenstorf, 
and  she  will  discuss  the  third  phase  of  our  subject. 

STATEMENT  OF  FAYE  REBENSTORF,  MEMBER,  JOINT  STATE 
LEGISLATIVE  COMMITTEE,  NATIONAL  RETIRED  TEACHERS 
ASSOCIATION/AMERICAN  ASSOCIATION  OF  RETIRED  PERSONS, 
COEUR  d'ALENE,  IDAHO 

]klrs.  Kebexstorf.  Thank  you,  j\Ir.  Hill. 

Senator  Church,  we  are  glad  to  be  here  today.  I  will  try  to  keep 
within  the  time  limit. 

The  next  item  Avhich  we  wish  to  address  ourselves  today,  Mr.  Chair- 
man, is  retirement  income  credit  of  the  Internal  Revenue  Code,  sec- 
tion 87.  It  is  an  unfortunate  attempt  by  the  Congress  to  provide 
fairer  tax  treatment  of  different  groups  of  taxpayers  which  often 
results  in  calculations  of  such  complexities  that  the  group  for  whom 
the  fairer  treatment  is  intended  is,  to  some  extent,  effectively  depri^'ed 
tlieivof. 

The  retirement  income  credit  which  was  designed  to  relieve  part 
of  tlic  tax  burden  of  aged  retired  persons  living  on  taxable  retire- 
ment income,  and  to  help  to  equalize  their  tax  treatment  with  that  of 
pel-sons  receiving  tax-exempt  Social  Security  or  i-nilioad  retiienient 
benefits  is  a  good  example  of  this. 

Notwithstanding  the  good  intentions  of  the  Congress  in  enacting 
credit  as  part  of  "the  Internal  Tvcvenue  Code  of  1954.  any  benefits 
from  it  is  conditioned  upon  tlie  aged  taxpayer's  confronting  and 
successfully  completing  an  intricate  series  of  calculations  which  are 
pui-ely  mechanical,  because  he  lacks  any  knowledge  of  the  reasons  for 
them. 

If  he  is  at  all  successful  in  determining  a  credit  amount,  the  prob- 
abilities are  that  he  will  be  uncertain  as  to  its  correctness. 

A  description  of  the  steps  of  the  calculation  to  which  the  aged 
taxpaver  must  proceed,  provides  ample  basis  for  uncertainty. 

Senator  CFirRCii.  Do  you  know  the  first  time  I  tried  to  compute 
this  credit.  T  was  doing  it  for  my  mother-in-law.  and  T  said  to  her, 
"It  is  much  too  complicated  for  you  to  work  out.  I  will  work  it  out 
for  you." 

I'woiked  out  the  income  tax.  and  then  the  credit,  and  I  miscalcu- 
lated it.  about  -2  months  later  we  learned  from  the  Internal  Revenue 
Service,  she  had  to  pay  an  extra  $2-1-.  I  think,  on  her  tax.  because  I  was 
overly  generous  in  my  computation,  but  it  is  very  confusing,  and  it  is 
easy  to  miscalculate. 

.^,8-471—74 5 
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]Mis.  Reuenstorf.  I  have  been  a  tax  practitioner,  and  sometimes  it 
was  even  difficult  for  me,  so  I  can  understand  why  people  who  try 
to  make  out  their  tax  returns,  and  try  to  figure  out  this  retirement 
credit,  it  is  so  difficult. 

Once  having  determined  the  total  amount  of  the  "retirement  in- 
come,'" the  aged  taxpayer  must  then  proceed  to  a  maximum  amount 
of  retirement  income  which  he  may  take  into  account  for  purposes 
of  computing  the  credit. 

PirFALLS  OF  Schedule  "R" 

Xow,  I  could  go  into  all  of  the  facts  of  computation  of  retirement 
for  credit,  but  if  I  did.  everyone  here  would  be  as  confused  as  the 
taxpayers,  but  I  will  continue  on,  and  say  that  there  can  be  little 
doubt  that  in  the  case  of  an  aged  taxpayer  who  does  benefit  from 
the  retirement  income  credit,  a  sense  of  accomplishment  tends  to 
come  about  when  one  su<'("essfully  com])letes  the  Schedule  R. 

For  some  time  now,  our  organizations  have  felt  that  the  credit  is 
far  too  complicated.  The  taxpayer  must  fill  out  Schedule  R  on  a 
separate  page  of  another  19  possible  calculations,  in  addition  to  his 
regular  tax  schedule. 

We  estimate  that  as  many  as  40  percent  of  all  those  eligible  either 
fail  to  claim  it,  or  else  make  errors  in  the  computing  of  it. 

Since  so  many  of  those  that  should  be  benefiting  from  the  credit 
are  not  being  helped,  the  need  for  revision  and  simplification  is  ob- 
^'ious.  Those  living  near  Internal  Revenue  Service  offices  can  get  some 
help,  but  so  many  of  our  taxpayers  do  not  live  close  to  those  offices, 
and  if  you  try  to  get  through  on  a  telephone  line  to  the  toll-free 
calling  number  in  Boise,  especially  during  tax  time,  you  know  how 
difficult  that  can  be,  so  the  result  of  it  is  they  either  give  up,  and 
thus  deny  themselves  a  credit  they  should  be  having,  or  else  try  and 
make  out  their  retirement  income  tax  for  themselves,  and  most  of 
the  time,  as  Senator  Church  says,  they  will  make  errors  in  doing  so. 
They  can  be  very  much  more  simplified  than  they  are  now. 

Xow,  expanding  further,  this  probably  will  be  overlapping  some 
of  the  things  that  have  been  already  brought  out,  but  I  think  some- 
times overlapping  can  be  beneficial. 

It  can  doubly  emphasize  important  parts  of  our  topics  here  today, 
so  excuse  me  if  they  do  seem  to  be  overlapping. 

Regarding  Social  Security  and  Medicare  benefits,  of  course,  our 
association  supports  Seuatoi-  Ribicolf's  Senate  bill,  S.  3154,  which 
offers  a  comprehensive  approach  in  completing  the  critical  and  spe- 
cial health  care  needs  of  older  and  disabled  citizens,  that  is  not 
included  in  any  of  the  other  major  health  care  proposals  now  before 
Congress.  The  measure  provides  for  catastrophic  health  protection 
Avith  the  least  out-of-pocket  costs  of  any  known  bill,  not  to  exceed 
$750  annually,  and  offers  a  broader  benefit  package  including  ur- 
gently needed  coverage  of  unlimited  medical  expenses,  prescription 
(li'ugs,  eyeglasses,  hearing  aids,  dental  care,  and  so  forth. 

This  is  only  a  short  summary  of  Senator  Ribicoft''s  bill. 

Cono-ress,  I  feel,  is  as  far  behind  on  Medicare  coverage  as  they  are 
on  retirement  income  credit. 
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Tlie  Medicare  benefits  are  based  on  1970  doctor  and  hospital  bills. 
AVe  know  how  those  have  risen  since  1970. 

As  an  example,  a  personal  example,  I  will  cite  my  own  case  of 
last  year,  my  annual  physical  checkup  came  to  just  a  little  bit  over 
$100. 

The  allowable  part  of  that  $100  came  to  only  $58,  $2  short  of  the 
$60  deductible,  which  is  not  equitable  at  all. 

Also,  we  hope  that  these  and  other  added  benefits  in  the  Social 
Security  proo;ram.  which  would  include  removal  of  earninffs  limita- 
tions, 100  percent  widows  benefits  at  age  62  instead  of  age  65. 

"V\^en  the  bill  was  first  introduced,  the  news  media  made  a  big 
splash,  news  headlines,  "AVidows  to  get  100  percent  of  husband's 
Social  Security." 

Widows  Stttx  at  Disadvaxtage 

And  then  when  the  bill  was  finally  passed,  it  went  into  the  final 
stages,  there  were  a  few  changes  here  and  there,  which  included  a 
graduating  scale  of  widows'  benefits,  if  they  were  not  65  at  the  time 
of  the  death  of  the  husband,  they  did  not  get  the  full  amount,  just 
a  graduating  scale. 

A  woman  cannot  help  when  her  husband  passes  away.  Very  often 
her  need  for  Social  Security  is  very  urgent,  and  whether  she  is  65  or 
not.  I  would  like  to  see  this  amended  to  drop  the  age  to  62,  and  made 
retroactive,  to  the  time  the  bill  became  effective. 

If  it  were  not  made  retroactive,  it  Avould  be  too  discriminatory. 

I  am  not  in  favor  of  adding  to  paja-oll  taxes,  which  would  place 
an  even  greater  burden  on  our  children  and  grandchildren  to  accom- 
plish these  things,  but  I  am  in  favor  of  the  benefits  to  come  from 
the  general  fund,  if  it  cannot  come  from  the  Social  Security  fund,  and 
this  can  be  done  by  eliminating  unnecessary  Government  spending, 
such  as  too  much  foreign  aid — we  have  been  doing  this  for  30  years 
now — by  closing  income  tax  loopholes  of  the  wealthy  class,  cutting 
Government  redtape,  and  eliminating  many  unnecessary  Federal  em- 
ployees at  the  higher  and  lower  levels  of  our  Goveinnieiit. 

This  concludes  our  formal  remarks,  Mr.  Chairman.  We  appreciate 
having  had  the  opportunity  to  present  our  views.  [Applause.] 

Senator  Church.  Thank  3^ou.  I  just  want  to  say  two  things.  Ken- 
neth Hill  stressed  the  inequities  of  the  retirement  test,  and  he  makes 
a  perfectly  valid  case.  T  tliink  the  fact  that  people  who  have  income 
from  rental  pro]5erty,  or  dividends  from  stock,  or  interest  payments 
coining  in,  can  collect  all  of  their  Social  Security  entitlement,  regard- 
less of  how  large  their  outside  income  may  be.  But,  a  person  who 
does  not  have  that  advantage,  and  has  to  work  to  supplement  his 
retirement  income,  finds  that  he  is  penalized  once  he  earns  more  than 
$2,400  a  year.  It  is  discriminatory,  and  it  is  discriminatory  against 
the  people  who  need  it  the  most,  it  often  happens  that  way  somehow. 

When  I  first  went  to  the  Senate,  the  retirement  income  was  $1,200, 
and  we  have  worked  it  out  to  $2,400,  and  I  have  a  bill  now  pending 
in  the  Senate  that  would  increase  that  to  $3,000,  which  will  help. 

I  would  like  to  see  it  eliminated  entirely,  but  the  cost  of  eliminating 
it  right  now  would  be  too  great,  and  I  do  not  think  we  have  the  votes 
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in  the  Congress  to  accomplish  the  total  elimination.  If  we  can  increase 
it  to  $3,000^  that  would  be  some  help  to  people  who  do  need  to  supple- 
ment their  income  and  are  willing  to  work  part  time  to  do  it. 

Faye,  you  mentioned  the  other  aspect  of  this,  which  is  the  credit 
for  retirement  income  on  income  taxes,  and  you  are  quite  right,  it  is 
much  too  complicated.  I  hope  we  can  simplify  it,  but  it  is  also  out 
of  date.  It  is  way  out  of  date. 

]\Irs.  Rebenstorf,  Yes,  it  is. 

Senator  Church.  When  it  was  first  put  into  law  in  1954,  the  idea 
wa?  that  people  who  are  getting  Government  civil  service  retirement, 
or  some  other  retirement  other  than  Social  Security,  ought  to  have  at 
least  the  same  tax  break  that  people  getting  Social  Security  had.  Social 
Security  benefits  quite  properly  are  not  taxed,  but  civil  service  retire- 
ment benefits  are  taxed,  and  so  the  idea  was  to  give  people  an  equal 
break,  and  give  them  a  certain  amount  of  credit  on  their  retirement 
income;  that  we  give  them  comparalile  tax  breaks  as  those  on  Social 
Security. 

The  trouble  is  in  1954.  $1,424  computation  coming  to  about  $124 
oedit,  a  maxiumum  of  $229,  is  way  out  of  date.  I  have  a  bill  in  the 
Senate  that  will  bring  this  up  to  date  so  that  the  maximum  credit 
would  come  to  $343  for  an  individual  and  more  for  couples,  and  this 
hap  been  adopted  in  the  Senate  Finance  Committoo.  T  am  confident  it 
will  be  enacted  into  law. 

Mrs.  Rebexstorf.  I  am  happy  to  hear  that. 

3Ir.  HiEE.  One  of  the  things  you  must  experience  some  today,  but 
some  day  you  must  get  your  bill  from  your  doctor,  and  try  to  get  it 
processed  "through  Medicare,  and  then  get  it  over  to  your  insurance 
company  that  underwrites  the  rest  of  it,  and  keep  it  straight,  and 
then  you  will  be  entitled  to  be  President.  [Applause.] 

I  know  personally,  on  behalf  of  the  organizations  I  represent,  I 
want  to  thank  the  good  Senator  for  being  here,  and  he  is  on  our  team 
ill  Washington,  and  we  have  a  real  supporter  in  our  Senator. 

Thank  you. 

Senator  Chttrch.  Thank  you,  INIr.  Hill.  [Applause.] 

The  prepared  statement  of  Kenneth  L.  Hill  and  INIrs.  Faye  Reben- 
storf of  the  Idaho  joint  State  legislative  committee  of  the  National 
Retired  Teachers  Association/American  Association  of  Retired  Per- 
sons will  be  inserted  in  the  record  at  this  time. 

[The  statement  referred  to  follows :] 

Prepared  Statement  of  Kenneth  L.  Hill  and  Mrs.  Faye  Rebenstorf  of  the 
Idaho  Joint  State  Legislative  Committee  of  the  National  Retired 
Teachers  Association/American  Association  of  Retired  Persons 

Mr.  Chairman,  I  am  Kenneth  L.  Hill,  chairman  of  the  Idaho  joint  State 
lojiislative  committee  of  the  National  Retired  Teachers  Association  and  the 
American  Association  of  Retired  Persons.  With  me  today  is  Mrs.  Faye  Reben- 
storf. who  is  also  a  member  of  the  committee. 

On  behalf  of  the  26,350  members  of  the  associations  in  this  State,  we  wish  to 
address  ourselves  to  three  legislative  issues  of  importance  to  the  aged:  The 
Social  Security  retirement  test,  the  treatment  of  working  wives  under  Social 
Security,  and  the  retirement  income  credit  of  Internal  Revenue  Code,  section  37. 
We  thank  the  Special  Committee  on  Aging  for  affording  us  an  opportunity  to 
comment  on  these  matters. 
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I.   THE  SOCIAL  SECURITY  RETIREMENT  TEST 

At  the  present  time,  the  Social  Security  cash  benefit  programs  are  designed 
to  provide  protection  against  the  loss  of  earnings  due  to  retirement,  death,  or 
disability.  The  primary  mechanism  used  to  determine  whether  the  necessary 
loss  of  earnings  has  occurred  is,  of  course,  the  retirement  test. 

Perhaps  no  feature  of  the  Social  Security  system  is  more  controversial.  Our 
organizations  recognize  that  the  abolishment  of  the  retirement  test  vFOuId  change 
fundamentally  the  nature  of  the  cash  benefit  programs  from  that  of  insurance 
against  the  loss  of  earnings  to  that  of  an  annuity  payable  at  a  certain  age. 

We  recognize  that  the  elimination  of  the  test  would  entail  substantial  tax 
cost  consequences  for  active  employees,  if  the  existing  mechanisms  available 
for  financing  the  cash  benefit  programs  remain  unchanged. 

We  are  aware  that  the  Social  Security  recipients  who  are  unable  or  choose 
not  to  work,  cannot  obtain  employment  or  are  age  72  and  over  would  not  ben- 
efit from  elimination  of  the  test  and  indeed  may  suffer  if  the  cost  of  the  test's 
elimination  reduces  the  potential  revenue  which  would  have  otherwise  been 
used  for  across-the-board  benefit  increases.  Nevertheless,  our  organizations 
favor  the  complete  abolishment. 

Because  we  believe  that  the  cash  benefit  programs  must  be  changed  to  accom- 
modate the  social  and  economic  needs  of  the  people  they  serve,  we  cannot  ignore 
their  increasing  dissatisfaction  with  the  retirement  test.  That  the  older  worker 
feels  abused  by  the  test  is  reflected  daily  in  the  correspondence  received  by  our 
organizations.  The  older  worker  argues  that  he  should  not  be  deprived  of  his- 
benefits  because  he  engages  in  productive  employment,  particularly  in  the  light 
of  the  fact  that  his  nonworkiug  neighbor,  with  substantial  income  from  stocks 
and  bonds,  is  receiving  his  full  benefits.  To  the  older  worker  this  is  discrimina- 
tion in  favor  of  the  well-to-do  and  reward  the  idle  living.  Since  the  retirement 
test  penalizes  productive  labor,  the  older  worker  considers  it  a  violation  of  the 
work  ethic  and  no  amount  of  argument  as  to  cost  or  benefit  allocation  is  likely 
to  dissipate  this  feeling. 

Let  it  be  understood  that  our  concern  is  for  fairness  and  equity.  Our  purpose 
is  to  stimulate  an  honest  dialog  about  an  evolving  social  institution  that  is  serv- 
ing this  Nation  well. 

The  inequity  of  the  retirement  test  becomes  clear  only  if  one  understands  that 
the  Social  Security  system  is  an  intergenerational  income  transfer  program 
operated  through  the  taxing  power  of  the  Federal  Government  and  that  it  deals 
only  with  one  type  of  income — income  from  labor.  This  raises  the  question  of 
fairness  in  the  overall  financing  scheme.  That  the  earnings  test  focuses  its 
penalty  peculiarly  on  wages  of  persons  age  65  to  72  reveals  what  our  organiza- 
tions believe  to  be  the  "gross  inequity"  of  the  retirement  test  feature. 

If  an  aged  individual  is  fortunate  enough  to  secure  part-time  employment, 
he  will  pay  Social  Security  taxes  of  5.8.5  percent  on  all  his  earnings  up  to  .$13,200 
and  very  likely,  Federal  income  taxes  as  well.  In  addition,  for  every  $2  that  he 
earns  in  excess  of  $2,400,  he  will  lose  $1  of  Social  Security  benefits.  This  is  a 
50  percent  tax  on  benefits.  It  should  not  be  surprising  to  discover  that  this 
combination  of  taxes  and  penalties,  which  promises  to  leave  the  older  worker 
with  little  net  improvement  in  his  income  situation,  is  suflScient  to  discourage 
most  older  persons  into  retirement. 

Our  organizations  object  strongly  to  a  retirement  test  penalty  which  applies 
only  to  workers  in  the  65  to  72  age  category.  If  it  is  wrong,  as  some  people  argue 
for  older  workers  both  to  enrn  income  and  to  receive  Sociul  Security  benefits, 
why  does  it  suddenly  become  right  when  a  person  turns  72? 

Those  who  would  retain  the  retirement  test  argue  that  its  elimination  would 
be  achieved  at  the  expense  of  wage  earners,  who  would  have  to  pay  increased 
Social  Security  taxes,  and  at  the  expense  of  the  nonworking  aged  who  would 
have  to  forego  benefit  increases  they  might  otherwise  receive. 

Our  organizations  believe  that  the  time  is  rapidly  approaching  when  a  wage- 
earner  revolt  will  force  Congress  to  appropriate  general  revenues  to  help  finance 
the  Social  Security  system  as  was  contemplated  by  those  who  originally  de- 
signed it.  For  many  years  now,  the  idea  of  a  three-way  sharing  of  the  cost  of 
OASDI  seems  to  have  disappeared  from  the  minds  of  Congressmen  and  Senators. 
Perhaps  it  is  time  for  this  idea  to  reappear.  With  new  sources  of  revenue  to 
finance  Social  Security  programs,  the  increased  payroll  tax  and  lost  benefit  ar- 
giunents  with  respect  to  the  elimination  of  the  retirement  test  would  lose  what- 
ever validity  they  may  have. 
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n.    TEEATMENT  OF  MABEIED  WOMEN  UNDER  SOCIAL  SECUEITT 

Another  area  of  increasing  controversy  is  tlie  treatment  of  working  wives 
under  Social  Security.  Tlie  1939  Social  Security  amendments  expanded  tlie 
system  to  provide  benefits  for  wives  of  insured  workers  so  that  the  family  unit 
would  have  protection  related  to  the  wages  of  the  family  earner.  This  depend- 
ent's benefit  is  payable  only  to  a  wife  who  is  not  entitled  to  a  benefit  based 
upon  her  own  earnings  record  that  is  equal  to  or  greater  than  the  benefit  to 
which  she  is  entitled  on  the  basis  of  her  spouse's  earnings  record.  Apparently, 
it  was  thought  that  if  a  woman  could  get  a  higher  benefit  based  upon  her  own 
earnings  then  she  could  as  a  wife,  she  should  not  be  presumed  to  be  a  dependent. 

Today,  many  working  wives  feel  that  their  Social  Security  contributions 
have  been  wasted  in  situations  where  they  are  entitled  to  receive  benefits  upon 
their  spouses'  earnings  that  are  as  high  if  not  higher  than  those  to  which  they 
are  entitled  on  the  basis  of  their  own  earnings.  This  criticism  has  become  more 
pronounced  in  recent  years  as  proportionately  more  women  have  been  entering 
the  labor  force. 

The  dissatisfaction  of  working  wives  who,  despite  their  Social  Security  con- 
tributions, receive  no  higher  benefits  than  they  would  have  received  had  they 
not  worked  in  Social  Security  covered  employment  is  the  result  of  their  non- 
acceptance  of  the  rationale  for  paying  the  wife's  benefit  only  to  those  who  may 
be  presumed  to  be  dependent — that  is,  not  paying  those  who  have  earnings 
records  which  defeat  the  presumption  of  dependency.  This  rejection  of  the  "de- 
pendency" rationale  is  coupled  with  a  lack  of  awareness  of  the  advantages 
that  working  women  have  as  a  result  of  their  eligibility  for  benefits  based  on 
their  own  earnings  records.  For  example,  married  women  who  work  usually 
have  disability  insurance  protection,  which  is  not  available  to  nonworking  wives. 
Should  they  retire  at  or  after  age  62,  benefits  will  be  payable  to  them  on  the 
basis  of  their  own  earnings  records  even  though  their  husbands  continue  to 
work.  Finally,  in  the  event  that  they  become  disabled  or  die,  monthly  benefits 
on  their  earnings  records  are  payable  to  their  children. 

Our  organizations  recognize,  however,  that  neither  the  dependency  rationale 
nor  the  expanded  insurance  protection  available  to  working  wives  is  likely  to 
assuage  the  growing  dissatisfaction  with  what  they  perceive  to  be  inequitable 
treatment  in  terms  Social  Security  benefit  amounts.  We  believe  that  the  Congress 
will  find  it  necessary  to  acknowledge  the  reality  of  the  working  wife  by  modi- 
fying the  Social  Security  system  so  as  to  eliminate,  to  the  extent  possible,  those 
situations  in  which  a  working  couple  receives  less  in  total  old  age  insurance 
benefits  than  another  couple  with  the  same  total  earnings  where  only  the  hus- 
band worked. 

Today,  for  example,  where  only  the  husband  worked  and  had  average  yearly 
earnings  of  $4,840,  the  benefits  paid  at  age  65  would  be  $3,135.50  to  the  husband 
$261.30X12)  and  $1,567.80  to  the  wife  (50  percent  of  $3,135.50)  for  a  total  of 
.$4,703.30.  However,  if  the  husband  had  had  average  yearly  earnings  of  $3,048 
and  the  wife  had  had  average  yearly  earnings  of  $1,800  or  combined  earnings 
of  $4,840  the  husband's  benefit  would  have  been  $2,353.20  per  year  ($196.10X 
12)  and  the  wife's  would  have  been  $1,789.20  ($149.10x12)  for  a  total  of 
$4.142.40 — nearly  $561  less  in  total  benefits  ! 

One  might  expect  that,  with  a  heavily  weighted  benefit  formula,  the  combina- 
tion of  two  benefits,  each  based  on  relatively  lower  earnings,  would  be  at  least 
as  large  as  150  percent  of  a  benefit  based  on  earnings  records  equivalent  to  the 
combination  of  the  two  relatively  lower  records.  As  a  matter  of  fact,  however, 
the  weighting  is  not  heavy  enough  to  achieve  this  result. 

Our  organizations  have  been  informed  that  for  practical  purposes  it  would 
not  be  possible  to  contrive  a  benefit  formula  that  would  preclude  the  possibility 
of  situations  where  150  percent  of  the  benefit  at  one  earnings  level  would  al- 
ways be  less  than  200  percent  of  the  benefit  at  half  that  earnings  level.  Any 
formula  which  approached  this  objective  would  produce  a  relatively  flat  benefit 
system — one  which  either  provided  a  relatively  high  minimum  or  one  under 
which  a  benefit  at  the  upper  earnings  level  would  not  be  high  enough  so  as 
to  represent  a  reasonable  return  for  the  contributions  of  higher  paid  workers. 

Wliile  it  may  not  be  possible  to  achieve  precise  benefit  equity  with  respect 
to  everyone,  our  organizationi'  recommend  thnt  tlie  Congress  consider  seriously 
the  proposal  advanced  by  the  1971  Advisory  Council  on  Social  Security  to  reduce 
existing  inequities  with  respect  to  working  wives.  That  proposal  would  provide 
benefits  for  a  married  working  couple  equal  to  those  provided  now  for  a 
couple  where  only  one  spouse  works  and  has  all  the  earnings. 
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Under  tlie  council's  proposal  the  earnings  of  a  man  and  wife  in  eacli  year 
would  be  combined  and  credited  up  to  the  maximum  annual  earnings  creditable 
for  the  year.  The  benefits  of  the  couple  would  be  based  on  these  earnings.  In 
order  to  qualify  for  the  combination,  each  would  have  to  be  fully  insured,  would 
have  to  be  at  least  age  62,  and  would  have  to  have  applied  for  benefits.  Both 
the  husband  and  wife  would  be  entitled  to  a  benefit,  before  any  reduction  on 
account  of  early  retirement,  equal  to  75  percent  of  the  age  65  benefit  based  on 
the  combined  earnings.  A  widow  would  get  a  benefit  based  on  the  combined 
earnings  of  the  couple.  The  earnings  record  would  be  separated  on  divorce,  with 
each  member  of  the  couple  receiving  benefits  as  if  the  earnings  records  had 
never  been  combined. 

Our  organizations  wish  to  stress  that  while  we  are  not  committed  to  any 
particular  formula  to  compute  benefits  on  the  basis  of  combined  earnings  of  a 
husband  and  wife,  we  do  believe  that  in  view  of  the  increasing  number  of 
wives  engaged  in  gainful  employment,  some  modification  should  be  made  with 
respect  to  the  Social  Security  system  to  accommodate  more  satisfactorily  the 
reality  of  the  working  wife. 

in.    THE  EETIREMENT  INCOME  CREDIT 

The  last  item  to  which  we  wish  to  address  ourselves  today,  Mr.  Chairman,  is 
the  retirement  income  credit  of  Internal  Revenue  Code,  section  37.  It  is  unfor- 
tunate that  an  attempt  by  the  Congress  to  provide  more  equitable  tax  treatment 
of  different  groups  of  taxpayers  often  results  in  calculations  of  such  complexity 
that  the  group  for  whom  the  more  equitable  treatment  is  intended  is,  to  some 
extent,  effectively  deprived  thereof.  The  retirement  income  credit,  which  was 
designed  to  relieve  part  of  the  tax  burden  of  aged  retired  persons  living  on  tax- 
able retirement  income  and  to  help  to  equalize  their  tax  treatment  with  that 
of  persons  receiving  tax-exempt  Social  Security  or  railroad  retirement  benefits 
is  a  good  example  of  this. 

Notwithstanding  the  good  intentions  of  the  Congress  in  enacting  the  credit 
as  part  of  the  Internal  Revenue  Code  of  1954,  any  benefit  from  it  is  conditioned 
upon  the  aged  taxpayer's  confronting  and  successfully  completing  an  intricate 
series  of  calculations  which  are  purely  mechanical  because  he  lacks  any  knowl- 
edge of  the  reasons  for  them.  If  he  is  at  all  successful  in  determining  a  credit 
amount,  the  probabilities  are  that  he  will  be  uncertain  as  to  its  correctness. 

A  description  of  the  steps  of  the  calculation  through  which  the  aged  tax- 
payer must  proceed  provides  ample  basis  for  uncertainty.  In  order  to  avail 
himself  of  the  benefit  of  the  retirement  income  credit,  the  aged  taxpayer  must 
first  determine  whether  he  has  received  earned  income  in  excess  of  $600  in 
each  of  any  10  calendar  years  prior  to  the  taxable  year  in  which  the  credit  is 
being  claimed.  If  eligible,  the  aged  taxpayer  must  then  proceed  through  a 
rather  intricate  set  of  calculations  using  supporting  Schedule  R  and  transferring 
the  final  amount  of  the  credit  to  which  he  is  entitled  to  Form  1040. 

The  amount  of  the  credit  may  not  exceed  15  percent  of  the  amount  of  the 
eligible  taxpayer  "retirement  income"  up  to  a  specified  maximum.  The  defini- 
tion of  "retirement  income"  in  the  case  of  a  person  age  65  and  older,  includes 
interest,  dividends,  rents,  pension  and  annuity  income,  and  certain  bonds — but 
only  to  the  extent  that  such  income  is  included  in  gross  income  in  computing 
Federal  income  tax  liability.^  Since  Social  Security  and  railroad  retirement 
benefits  are  not  included  in  gross  income,  those  benefits  are  not  considered  "re- 
tirement income"  for  purposes  of  the  credit  computation. 

Once  having  determined  the  total  amount  of  his  "retirement  income"  the 
aged  taxpayer  must  then  proceed  to  a  determination  of  the  maximum  amount 
of  retirement  income  which  he  may  take  into  account  for  purposes  of  computing 
tlie  credit.  In  the  case  of  a  single  individual,  this  maximum  amount  is  equal 
to  .$1..524  ($2,286  for  the  case  of  aged  married  couple  filing  a  .I'oint  return)  minus 
the  sum  of  (1)  any  amount  received  as  a  pension  or  annuity  under  title  II  of 
the  Social  Security  Act  or  under  the  Railroad  Retirement  Acts  of  1935  and 
1937,  (2)  in  the  case  of  an  individual  who  has  not  attained  the  age  of  62 
hefore  the  close  of  the  taxable  year  but  who  is  deemed  to  be  "retired"  and  to 


1  Since  th^  focus  of  thp  rpt-ir<»mpnt  income  credit  is  not  primarily  age,  bTit  rather  re- 
tirement status,  use  of  the  RIC  is  available  to  persons  under  acre"  65."  However,  in  the 
case  of  such  persons,  "retirement  income"  consists  only  of  income  received  as  pensions 
and  annuities  from  a  public  retirement  system.  See  I.R.C.   §37(c)(2). 
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have  "retirement  income,"  any  amount  of  income  in  excess  of  $900  and  (3)  in 
tlie  case  of  an  individual  wlio  lias  attained  tlie  age  of  62,  but  lias  not  attained 
the  age  of  72  before  the  close  of  the  taxable  year,  the  sum  of  one-half  of  the 
amount  of  earned  income  received  by  the  individual  in  excess  of  $1,200  but  not 
in  excess  of  $1,700  plus  the  amount  of  earned  income  so  received  in  excess  of 
$1,700.  The  amount  of  the  aged  taxpayer's  retirement  income  credit  will  be 
equal  to  15  percent  of  the  maximum  amount  so  determined  or  15  percent  of  his 
actual  amount  of  retirement  income,  whichever  is  lower. 

From  this  description  of  the  credit,  Mr.  Chairman,  there  can  be  little  doubt 
that,  in  the  case  of  an  aged  taxpayer  who  does  benefit  from  the  retirement  in- 
come credit,  a  sense  of  accomplishment  attends  the  successful  completion  of 
Schedule  R. 

As  should  be  apparent,  the  computation  of  the  credit  is  complicated  by  a 
number  of  factors.  First,  there  are  its  attenuated  analogies  to  Social  Security 
old-age  insurance,  such  as  earned  income  requirement  for  eligibility  purposes 
and  the  mechanical  earned  income  test  for  the  purpose  of  determining  retire- 
ment status.  Second,  since  the  credit  is  intended  for  non-Social  Security  recip- 
ients. Social  Security  income  must  be  subtracted  from  the  maximum  amount 
of  "retirement  income"  which  may  be  taken  into  account  for  purposes  of  com- 
puting the  credit.  This  "offset"  feature  is  necessary  to  deny  a  double  tax  bene-^ 
fit  to  the  Social  Security  recipients.  Since  the  aged  taxpayer  would  generally 
lack  any  understanding  of  these  factors,  his  caculations  are  generally  mechani- 
cal and  prone  to  error. 

For  some  time  now  our  organizations  have  felt  that  the  credit  is  far  too 
complicated.  To  claim  the  RIC  the  taxpayer  must  fill  out  Schedule  R — a  sepa- 
rate page  of  another  19  possible  calculations  (in  addition  to  his  regular  tax 
schedule).  We  estimate  that  as  many  as  40  percent  of  all  those  eligible  for 
the  RIC  either  fail  to  claim  it  or  else  make  errors  in  computing  it.  Since  so 
many  of  those  who  should  be  benefitting  from  the  credit  are  not  being  helped, 
the  need  for  revision  and  simplification  is  obvious. 

As  you  know.  Mr.  Chairman,  our  organizations  are  supporting  the  legislation, 
which  you  introduced  to  simplify  the  credit  computation  and  increase  the  maxi- 
mum amount  of  retirement  income  which  may  be  taken  into  account  from 
$1,524  to  $2,500  in  the  case  of  a  single  aged  person  and  from  $2,286  to  $3,750- 
in  the  case  of  an  elderly  couple.  We  would,  however,  have  preferred  to  see 
the  maximum  defined  as  "an  amount  equal  to  the  average  Social  Security  bene- 
fit" rather  than  as  specific  dollar  figure  in  order  that  once  the  rough  equity  in- 
the  tax  treatment  of  Social  Security  and  non-Social  Security  recipients  was 
restored,  this  equity  would  have  been  automatically  preserved  from  year-to- 
year  as  Social  Security  benefits  increase.  Nevertheless,  your  legislation  repre- 
sents a  substantial  improvement  over  the  existing  situation  and  we  are  en- 
couraged as  to  the  prospects  for  its  enactment  this  year  as  a  result  of  the 
action  taken  by  the  Senate  Committee  on  Finance  in  applying  your  bill  as  an 
amendment  to  H.R.  8217. 

This  concludes  our  formal  remarks,  Mr.  Chairman.  We  appreciate  having  had 
this  opportunity  to  present  our  views.  Thank  you. 

Statement  of  Position  :  Kenneth  L.  Hitx.  MEirsER  of  the  Idaho  Joint  State 
Legislative  Committee,  National  Retired  Teachers  Association/Ameri- 
can Association  of  Retired  Persons 

Mr.  Chairman  and  members  of  the  committee.  We  are  pleased  to  have  this 
opportunity  to  express  our  thoughts  regarding  the  future  direction  of  the 
Social  Security  program.  We  sincerely  believe  that  only  by  viewing  social  pro- 
graming for  senior  citizens  in  its  entirety  can  positive  recommendations  be 
made. 

Over  the  years,  and  particularly  during  these  past  few  years,  we  have  viewed 
with  alarm  a  development  in  the  social  services  delivery  system  that  makes  it 
extremely  difficult  for  older  Americans  to  determine  who  are  entitled  to  be 
served  and  who  are  the  service  providers. 

We  wonder,  is  the  purpose  of  the  delivery  system  to  simply  conduct  surveys 
and  studies  to  be  filed  in  various  departments  of  the  system.  Our  Nntion.  Sf.ntes, 
and  conununities  liave  been  surveyed  and  stndiod.  resurveyed  mid  restudied  by 
Federal  asrencies.  State  agencies  and  nonprofit  organizations  of  every  type.  Each 
agency  claims  that  they  are  authorized  nnd  have  the  specific  duty  to  determine 
and  respond  to  the  needs  of  the  elderly.  Each  is  also  given  the  responsibility  of 
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coordinating  their  efforts  with  other  agencies,  however  we  see  little  evidence  of 
sincere  cooperation  to  that  end. 

We  recognize  and  appreciate  the  efforts  of  the  Congress  in  Washington  to 
provide  solutions  to  the  problems  of  the  senior  citizens.  Unfortunately,  many 
•departments  of  Government  recognizing  the  social  and  political  appeal  of  help- 
ing to  assist  the  elderly  with  their  problems  have  sought  authority  to  share  in 
the  general  effort.  It  is  our  understanding  that  when  legislation  is  passed  effect- 
ing senior  citizens  each  department  that  can  associate  itself  with  the  provider 
provisions  of  the  law,  undertakes  its  own  interpretation  of  the  manner  in  which 
it  (department  or  agency)  will  respond.  These  guide  lines  are  then  passed  down 
to  related  State  agencies,  that  in  turn  decide  how  the  State  agency  will  plan  to 
carry  out  the  new  law,  and  hence  to  the  local  level  for  ultimate  implementation. 
The  result  has  been  that  a  labyrinth  of  interrelated,  uncoordinated  agencies 
have  been  created,  each  striving  to  expand  its  influence. 

The  intent  of  Congress  is  lost  in  the  process.  The  funds  provided  for  service 
to  people  is  consumed  in  agency  payrolls,  and  dissipated  in  the  maze  of  dupli- 
cated service  delivery  systems. 

As  citizens  we  do  not  know  how  this  dilemma  can  be  solved  but  we  want 
respectfully  to  encourage  your  assistance  in  some  solution. 

Thank  you  for  allowing  us  to  make  this  presentation. 

Senator  Church.  Our  next  witness  is  Larry  F.  Evans  of  the  "N'a- 
tional  Council  of  Senior  Citizens,  and  president  of  the  XCSC  chib  in 
Boise. 

STATEMENT     OF    LARRY    F.     EVANS,     PRESIDENT.     NATIONAL 
COUNCIL  OF  SENIOR  CITIZENS,  BOISE,  IDAHO 

Mr.  Evans.  Mr.  Chairman  and  members  of  the  Senate  Special  Com- 
mittee on  Acrino;:  My  name  is  Larry  Evans.  It  is  a  pleasure  to  be  able 
to  present  my  observations  on  "Future  Directions  in  Social  Security." 
BeinjT  the  president  of  tlie  Boise  chib  of  the  National  Council  of 
Senior  Citizens,  I  have  also  been  desiffnated  as  speaker  for  the  na- 
tional office  of  the  National  Council  of  Senior  Citizens  to  speak  for 
tlie  national  oraanization. 

While  I  am  affiliated  with  and  work  for  several  other  organizations 
of  senior  citizens,  I  have  no  warrant  to  represent  those  groups,  al- 
though I  believe  that  my  suggestions  may  represent  the  view  of  the 
majoritv  of  Idaho's  78,503  senior  citizens  who  had  reached  the  age 
of  00  in  the  year  1072. 

It  is  significant  to  note  that  nearly  $167  million  was  contributed  to 
Idaho  Social  Security  recipients  in  the  fiscal  year  1072-73 :  thus  aiding 
in  a  large  measure  the  economy  of  the  State  of  Idaho  through  these 
contributions  which  covered  all  types  of  Social  Security  payments. 

This  State's  growing  number  of  people  65  and  older  is  one  of  the 
causes  of  our  concern  over  the  future  direction  of  the  national  Social 
Security  program  and  how  it  is  to  be  administered. 

In  Idaho's  population  of  774.000  people.  0.7  percent,  a  fiirnre^ smaller 
than  the  national  percentage  of  10.3.  passed  the  age  of  65  in  1974. 
Our  people  are  cognizant  of  the  fact  that  recent  improvements  in 
Social  Security  benefits  are  due  in  a  large  part  to  the  efforts  of  the 
National  Council  of  Senior  Citizens.  And  they  appreciate  the  work 
of  the  Congress  in  making  it  possible  that  these  benefits  are  available. 

Our  people  realize  the  excellent  work  of  the  Senate  Special  Com- 
mittee on  Aging  and  perhaps  more  than  other  States  because  the 
chairman.  Senator  Frank  Church,  is  one  of  our  own  upon  whom  we 
rely  as  the  staunch  ally  of  the  Nation's  older  people. 
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Faith  in  Government  Departments 

Because  of  the  sturdy  nature  of  our  people  we  have  not  lost  faith 
in  all  departments  of  our  Government  but  events  have  caused  some 
shakiness  in  the  minds  and  thoughts  of  many  at  a  time  when  a  feeling 
of  security  is  most  paramount  to  a  long  and  deserved  life  of  enjoy- 
ment. Thus  we  will  constantly  call  upon  the  Senate  Special  Com- 
mittee on  Aging  for  our  needs. 

"Wlien  we  consider  the  increases  granted  in  1973  to  be  finalized  in 
July  of  1974  totaling  all  percent  raise  in  Social  Security  benefits  and 
find  that  the  cost  of  living  has  spiraled  to  a  high  point  of  wiping 
out  those  increases  by  July  of  1974  and  another  raise  in  benefits  is 
not  scheduled  until  July  of  1975  we  can  see  that  the  elderly  citizen 
whose  living  depends  almost  entirely  on  Social  Security,  will  be  placed 
in  the  same  position  he  was  in  before  he  received  the  11  percent  in- 
crease in  benefits. 

Since  he  must  then  live  for  another  11  months  before  securing  the 
proposed  1975  scheduled  increase  in  his  benefits,  and  Avith  no  foreseen 
possibility  of  any  retroactive  payments  of  similar  pass-through  the 
senior  citizen  must  then  look  with  much  trepidation  upon  an  uncer- 
tain future  when  he  sees  himself  constantly  falling  behind  in  financial 
security. 

The  possibility  of  calling  on  children  or  relatives  to  aid  in  these 
unfortunate  circumstances  or  upon  welfare  is  so  repugnant  to  many 
who  have  contributed  so  much  to  the  community  and  their  country, 
that  they  choose  to  go  in  seclusion  and  quickly  die  before  their  time. 

Mr.  Chairman,  the  National  Council  of  Senior  Citizens  believes 
that  the  time  has  come  to  consider  newer  and  better  ways  of  adminis- 
tering Social  Security.  We  believe  that  Social  Security  benefits  are 
now — and  will  continue  to  be — the  measure  of  regard  for  our  older 
population. 

I  can  speak  for  the  older  citizen  only  and  cannot  speak  for  the 
22  percent  of  the  28  million  beneficiaries  who  are  younger  disabled 
workers,  and  their  wives  and  fatherless  children  and  widowed 
mothers. 

'  Your  committee  knows  and  has  constantly  pointed  out  that  the 
vast  majority  of  retirees  depend  upon  Social  Security  for  their  major 
source  of  income:  for  many,  the  exclusive  source.  Your  work  has 
brought  about  legislation  to  upgrade  the  benefits  of  the  system,  in 
spite  of  opposition  of  the  administration. 

Our  people  believe  that  your  committee  will  continue  the  good 
work.  Your  work  and  leadership  has  improved  the  system  as  much 
as  100  percent  in  many  cases. 

At  the  end  of  1967  a  widow's  average  benefit  was  $156,  more  than 
double  the  $75  average  in  former  years.  Avhile  the  retired  couple's 
benefits  have  increased  from  $144  to  $273,  both  receiving  benefits. 

Still  Far  Short  of  Goals 

These  advances  are  significant  but  still  fall  far  short  of  the  income 
goal  set  bv  the  AYhite  House  Conference  on  Aging.  The  recommenda- 
tions, at  that  time,  based  on  the  figures  available  from  the  Bureau  of 
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Labor  Statistics  in  tlieir  intermediate  bndget  would  have  cost  a 
couple  $oT5  a  month  early  in  1970.  At  the  end  of  1972  the  figure 
jumped  to  $-112  a  month!  In  1973,  the  aged  population  living  in 
dwellings  or  not  in  an  institution.  5.9  million  single  persons  and  4.6 
million  married  persons  had  total  incomes  much  below  the  BLS 
standard. 

For  those  who  have  been  long  on  the  rolls  of  Social  Security,  despite 
increases,  benefits  now  purchase  less  than  it  did  when  they  first 
started  to  receive  benefits.  For  example,  the  average  couple  enrolled 
in  1950  received  benefits  that  amounted  to  half  the  cost  of  the  retired 
couples  monthly  budget — that  is — $74.30  in  relation  to  $149.17.  To- 
day, although  the  budget  has  been  adjusted  to  allow  for  tremendous 
increases  in  the  cost  of  living,  the  budget  would  cost  $12  a  month 
and  the  same  couple  would  receive  a  benefit  that  had  been  raised  to 
$179.60.  This  amount  comes  to  slightly  more  than  two-fifths  of  the 
budget  amount. 

The  unreasonably  optimistic  claims  of  the  administration  concern- 
ing the  living  conclitions  and  standards  of  the  elderly  in  the  future 
are  definitely  looked  upon  with  much  derision  when  they  constantly 
wake  to  fincl  living  costs  higher  today  than  they  were  yesterday. 

Each  citizen  of  the  United  States  has  a  right  to  share  in  the  Social 
Security  program.  Each  citizen  has  a  vital  stake  in  this  program  and 
has  a  right  to  be  assured  that  it  will  be  administered  with  integrity 
and  objectivity.  It  thus  appears  that  the  time  is  at  hand  when  the 
entire  structure  should  be  given  a  strict  and  objective  review  towards 
the  achievement  of  the  goal  wliich  each  citizeii  looked  forward  to 
when  he  planned  on  depending  on  the  major  stake  of  his  security 
being  Social  Security. 

The  group  which  I  represent  and  the  leaders  of  the  National  Coun- 
cil of  Senior  Citizens  believe  that  it  is  now  time  to  administer  Social 
Security  under  an  independent  and  nonpolitical  agency,  let  tlie  agency 
be  called  what  it  may.  The  future  effectiveness  of  all  the  Social  Se- 
curity programs  will  either  lead  to  a  bright  and  sound  future  for  our 
country  or  towards  a  state  of  unrest  and  disintegrating  society. 

It  does  not  appear  likely  that  effective  Fedei-al  regulation  might 
be  forthcoming  to  assure  that  retirees  of  the  future — and  especially 
low  wage  workers — will  receive  private  pensions.  Such  a  requiring 
Federal  regulation  "would  be  so  stringent  as  to  be  abhorrent  to  a  free 
people.  If  all  of  our  retirees  of  the  future  are  to  count  on  adequate 
income  for  their  declining  years,  such  an  assurance  must  come  from 
our  basic  Social  Security  system. 

Under  the  present  plan  of  Social  Security  administration,  there 
is  opportunity  to  subvert  the  system  for  narrow-minded  political 
advantage.  I  am  in  accord  with  the  public  who  believes  that  such 
actions  have  already  been  taken  with  the  system.  There  would  be  no 
such  opportunity  under  an  independent  agency  with  a  continuous  and 
day-to-day  review.  Policy  of  the  agency  and  action  would  not  depend 
on  an  occasional  review  and  look  at  the  program  by  the  varied  bodies 
responsible  for  the  operation,  as  now. 

Under  an  independent  unit.  Social  Security  could  be  removed  from 
the  consolidated  budget  and  recipients  of  Social  Security  checks  woulc? 
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not  receive  notices  announcing  that  some  glorified  elected  official  had 
caused  the  raise  through  generosity — a  raise  which  the  recipient's 
were  already  entitled  to. 

The  American  Association  of  Retired  Persons,  through  their  rep- 
resentative, Cyril  Brickfield,  has  testified  that  AARP  is  of  a  similar 
mind  concerning  an  independent  organization  to  administer  the  en- 
lire  Social  Security  system. 

We  feel  that  it  will  be  the  view  of  this  committee,  after  all  hearings 
are  finished,  that  they  find  these  recommendations  commendable  and 
in  some  degree  acceptable,  that  such  a  board  to  administer  the  pro- 
gram in  the  future,  be  not  unwieldly,  but  a  small  board. 

With  the  uncertainty  of  the  future  facing  tomorrows  retirees,  they, 
along  with  those  of  us  who  are  now  retired,  look  expectantly  towards 
Social  Security  payments  being  an  adequate  and  sustaining  source  of 
living  necessities.  We  cannot  now  feel  that  assurance. 

The  fast  moving  industrial  society  created,  in  a  large  part,  by 
those  who  are  now  retired,  has  a  definite  tendency  to  forget  the  retired 
person  and  relegate  him  to  some  forgotten  corner  where  he  must 
enter  a  new  world.  For  society  to  reject  the  experience,  talent  and 
ability  of  this  heavy  segment  of  the  Nation's  population  makes  for 
a  great  loss  in  our  country. 

Higher  Income  Would  Spur  Volunteerism 

Thousands  of  these  men  and  women  would  be  able  to  gladly  use 
tlicir  talent  and  expertise  in  community  activities  so  necessary  for 
<*ontinued  growth.  Thousands  of  these  experienced  citizens  would 
voluntarily  give  their  services  to  community  and  governmental  proj- 
ects if  they  had  an  adequate  and  assured  living  income.  Those  who 
have  pensions  or  other  sources  of  income  find  those  sources  being 
daily  lessened  in  purchasing  power  and  must  drawback  from  enter- 
ing a  volunteer  project  when  the  cost  of  operating  an  automobile  be- 
comes increasingly  draining  on  fixed  incomes. 

"Wliat  I  am  saying  is  that  if  the  recipient  of  Social  Security  had  as- 
surance that  his  monthly  check  could  advance  and  keep  step  with 
the  advancing  costs  of  living,  he  would  not  hesitate  to  offer  his  serv- 
ices to  his  community  when  called  upon  to  do  so. 

This,  then,  may  be  looked  upon  as  another  reason  for  your  com- 
mittee, Mr.  Chairman,  to  seriously  consider  the  proposals  towards 
causing  the  Social  Security  system  to  be  placed  under  an  independent 
agency. 

A  committee  member  need  look  no  further  to  find  evidence  of  the 
truth  of  my  statements  than  these  buildings  on  the  campus  of  the 
College  of  Southern  Idaho  where  the  arts,  talents,  and  skills  of  senior 
citizens  are  displayed  in  the  first  annual  Idaho  Senior  Citizens  Festi- 
val of  Ai'ts.  Yet  many  seniors  refrained  from  entering  because  of  a 
shortage  of  funds. 

In  the  recently  completed  SSI- Alert  program  in  Idaho,  delayed 
here  longer  than'in  other  States  of  the  Union,  results  of  the  program 
failed  to  bring  to  the  rolls  some  2,000  citizens  whose  records  show 
living  standards  to  be  far  below  standard.  One  of  the  reasons  for 
failure  of  this  program  is  the  fact  that  many  citizens  have  lost  faith 
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in  "the  Government"  and  refused  information  or  simply  could  not 
be  interviewed.  There  is  no  more  urgent  need  for  the  entire  Social 
Security  program  to  establish  good  faith  with  our  citizens  and  thus 
render  the  service  envisioned  by  wise  leadership  in  the  Nation's 
Capitol. 

Senior  organizations,  both  national  and  local,  have  become  shining 
lights  towards  the  welfare  of  our  retired  citizens.  Yet  much  Federal 
money,  our  tax  money,  is  being  spent  in  varied  Federal  programs,, 
established  for  the  purpose  of  serving  the  needs  of  retired  people 
and  much  of  it  appears  to  be  wasted  through  competing  agencies  who> 
often  fail  to  get  the  cooperation  desired  from  the  seniors,  primarily 
because  the  senior  citizens  are  not  given  the  opportunity  of  naming 
the  services  most  desired.  ]\Iany  seniors  feel  they  should  be  given 
the  greater  voice  in  establishing  services  so  needed. 

Total  Income  Below  Poverty  Le\t:l 

The  1970  census  showed  that  28.3  percent  of  Idaho's  people  65  and 
over  lived  in  households  where  the  total  income  of  the  household  was 
below  the  poverty  level  as  determined  by  the  U.S.  Government.  This 
figure  was  2.4  percent  higher  than  the  national  average,  that  figure 
being  26  percent.  All  of  these  citizens  must  be  considered  as  being 
dependent  almost  wholly  on  the  Social  Security  check  which  they  re- 
ceive. We  cannot  say  that  a  minority  group  contributes  heavily  to- 
wards this  figure  for  Idaho's  largest  minority  group,  the  black  popu- 
lation, contributes  only  0.1  percent  to  her  population. 

Nor  can  we  look  forAvard  to  much  change  in  the  retired  population 
of  tomorrow  and  expect  those  who  retire  to  be  more  comfortably 
secure  in  income  other  than  that  of  Social  Security.  In  our  agrarian 
society  and  state  of  few  industries,  pensioners  may  not  increase  to  a 
greater  degree.  Veterans  who  receive  a  pension  and  Social  Security 
often  find  that  if  veterans  pensions  are  raised,  Social  Security  checks 
are  cut.  Rut  Idaho's  senior  population  is  growing.  The  1970  census 
placed  Idaho's  65  and  older  population  as  ranking  27th  in  the  Na- 
tion's growth  as  against  32d  place  10  years  earlier.  If  we  add  those 
people  55  and  over  to  those  who  have  already  reached  65  we  find  the 
elder  population  as  being  133.000  or  29.6  of  all  people  of  voting  age. 

When  more  than  one-fourth  of  the  State's  population  depend 
chiefly  on  their  Social  Security  insurance  for  their  financial  backlog 
and  thousands  of  these  receive  so  little  in  their  benefit  checks  that  they 
are  in  the  category  of  the  U.S.  Government's  poverty  definition,  then 
the  great  need  to  sti'engthen  the  general  economy  of  the  state  and 
keep  many  of  our  citizens  off  of  a  degrading  welfare  could  be  met 
by  a  more  adequate  goal  for  those  who  have  labored  a  lifetime  in  non- 
covered  labor  and  I  believe  that  an  independent  Social  Security  agency 
woidd  be  more  able  to  look  into  these  needs  and  establish  reasonable 
programs  to  meet  these  needs. 

With  ISIedicare  sharing  in  the  general  revenue  as  an  example  of 
dispensing  funds  from  the  Nation's  coffers  we  have  already  estab- 
lished one  plan  which  might  be  utilized  at  a  workable  method  of  as- 
suring the  country's  poorer  recipients  of  Social  Security,  a  better 
living  standard. 
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Social  Security  Helps  Economy 

It  seems  to  me  that  the  Social  Security  program  goes  a  long  way 
to^Yards  making  a  stable  economy  in  the  Nation  and  every  safeguard 
conceivable  should  be  walled  around  such  a  program  by  thorough 
studies,  such  as  this  committee  is  making  today,  as  welf  as  looking 
into  the  programs  of  other  countries  with  the  idea  of  possibly  finding 
some  of  their  methods  as  worthy  of  adoption. 

Social  Security  is  certainly  a  sustaining  part  of  the  Nation's  finan- 
cial life.  In  this  country  of  so  great  abundance,  we  cannot  and  will 
not  tolerate  a  shabby  treatment  of  those  retired  people  who  have 
spent  a  lifetime  in  bringing  about  the  Nation's  greatness. 

It  is  high  time  that  the  administration  devote  time,  study,  and  ef- 
forts towards  a  more  stable  and  reasonable  domestic  policy.  All  senior 
citizens  would  like  to  see  it  begin  now. 

Mr.  Chairman,  it  has  been  a  privilege  to  be  permitted  to  express 
these  views  before  your  esteemed  committees  and  I  wish  to  express 
my  sincere  thanks,  while  stressing  the  needs  of  a  more  adequate 
Social  Security  insurance  plan  under  an  independent  agency.  [Ap- 
plause.] 

Senator  Church.  You  have  given  us  the  benefit  of  a  very  compre- 
hensive statement  which  we  appreciate.  You  have  emphasized  in  your 
statement  your  feeling  that  Social  Security  ought  to  operate  under  an 
(•ntirely  independent  agency,  and  it  ought  to  be  protected  against 
political  intervention. 

I  agree  with  you,  and  I  am  sponsoring  legislation,  as  you  know, 
that  does  have  the  backing  of  your  organization,  as  well  as  the  AARP, 
and  we  are  gaining  momentum,  and  additional  support  all  the  time. 
I  think  we  will  one  day  get  it  done. 

Mr.  Evans.  Thank  you.  [Applause.] 

Senator  Church.  Now,  folks,  we  come  to  the  last  scheduled  panel 
this  afternoon,  and  that  is  a  panel  of  State  Avitnesses,  consisting 
of  Wil  Overgaarcl,  deputy  director,  Idaho  Office  on  Aging:  David 
jNIueller,  research  specialist.  State  Office  on  Aging;  Scott  Hancock, 
former  SSI- Alert  Regional  Director,  Pocatello;  and  Harold 
Smith,  State  coordinator  of  social  services.  Department  of  Environ- 
mental Community  Services,  Boise. 

STATEMENT    OE   WIL   OVEEGAAED,    DEPUTY    DIEECTOE,    IDAHO 
OEFICE  ON  AGING,  BOISE,  IDAHO 

INIr.  Oat.roaard.  Thank  you.  Senator. 

The  panel  this  afternoon  is  made  up  of  people  who  are  deeply 
involved  in  working  with  the  SSI- Alert  program  which  got  underway 
in  January  and  February,  in  the  State  of  Idaho. 

David  INlueller  is  the  research  specialist  for  the  Idaho  Office  of 
Airing  and  who  was  designated  as  the  State  coordinator  for  the  SSI- 
Alert  program;  Scott  Hancock  is  the  former  SSI- Alert  Regional  Di- 
rector of  a  17-county  area  who  operated  out  of  Pocatello ;  and  Harold 
Smitli  is  the  State  coordinator  of  social  services  from  the  Department 
of  Environmental  and  Community  Services. 
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I  just  have  a  couple  of  overviews  to  make.  Senator,  because  I  think 
that  the  presentations  by  the  panel  will  be  much  more  significant  to 
vour  hearings  than  any  observations  I  might  make. 

The  first  is  the  impact  of  the  SSI.  I  do  not  believe  we  have  really 
jet  felt  the  full  impact  of  the  SSI  program. 

Definitely  the  impact  will  be  on  those  people  who  will  be  able  to 
receive  more  iiicome  than  they  were  receiving.  However,  there  were 
some  10,000  elderly  in  the  State  who  were  contacted  through  the  SSI 
program.  One  out'of  10  are  being  found  to  be  qualified,  which  means 
then  that  there  are  9  out  of  the  10  that  for  some  reason  or  another 
perhaps  they  were  borderline  cases,  or  something  was  wrong,  they 
did  not  quite  nuike  it.  The  impact  on  these  people  particularly  in 
their  attitude  towards  programs  initiated  in  their  behalf,  may  well 
be  negative  in  the  future. 

I  believe  a  great  impact  will  also  be  on  those  of  us  involved  in 
the  field  of  aging,  who  now  have  a  responsibility  to  offer  these  per- 
sons contacted  an  opportunity  to  participate  in  community  programs, 
and  the  services  and  service  delivery  systems  that  are  underway  and 
proposed. 

AVhat  I  mean  is  this:  We  have  an  obligation  to  expand  our  current 
programs.  ]\Iore  resources  will  have  to  be  generated  in  order  to  take 
care  of  the  needs  of  additional  people  that  have  been  found  through 
the  SSI-Alert  j)rogram  in  the  vai'ious  connnunities. 

Another  factor  that  we  should  recognize  is  that  the  SSI  program 
permitted  the  active  recruitment  of  potential  eligible  persons  in  the 
payment  system,  and,  although,  we  have  observed  many  faults  within 
the  Social  Security  system,  we  would  like  to  conuuend  the  Social  Se- 
curity Administratioli  for  allowing  us  the  privilege  of  actively  seek- 
ing and  looking  for  potential  recipients  whereby  their  incomes  could 
be  increased. 

I  would  now  like  to  introduce  David  jNIueller,  who,  as  I  stated, 
was  the  progiam  peison  responsible  for  coordination,  on  a  statewide 
basis,  the  SSI-Alert  program  for  Idaho. 

STATEMENT  OF  DAVID  MUELLER,  EESEARCH  SPECIALIST,  STATE 
OFFICE  ON  AGING,  BOISE,  IDAHO 

INIr.  Mtji-:llfr.  Senator,  after  consideration  of  the  future  direction 
of  Social  Security,  we  felt  that  the  SSI- Alert  project,  as  sponsored 
by  the  AoA,  had  been  in  a  unique  position  to  observe  the  implemen- 
tation of  the  SSI  program  and  the  system  involved. 

The  Alert  set  a  precedent  by  providing  for  active  recruitment 
of  participants  for  an  income  benefit  program.  The  primary  function 
was  to  inform  the  public  of  the  existence  of  SSI  and  to  enlist  volun- 
te(>r  for  a  campaign  to  locate  and  screen  potential  eligibles.  ^ 

In  relation  to  these  procedures,  the  following  observations  were 
made: 

(1)  As  leads  were  screened  by  the  SSI-Alert  staff  and  sent  to 
the  district  oflices.  a  backlog  of  applicants  Avas  created,  due  to  in- 
sufficient staft'  for  processing  of  the  referrals, 

(2)  From  the  beginning,  confusion  as  to  regulations  and  their  in- 
terpretation existed  at  all  levels  in  the  delivery  system,  ]Many  dis- 
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ability  cases  involved  complex  determinations.  As  such,  cases  ap- 
peared the  need  for  further  training  of  SSI  Social  Security,  the  dis- 
ability determination  unit,  vocational  rehabilitation  staff,  and  our 
own  staff  on  the  interrelationship  of  these  agencies  and  the  referral 
process  involved  was  evident.  When  a  participant  enters  the  system, 
a  path  has  not  been  defined  or  identified  that  will  bring  them  through 
the  system  with  all  possible  referrals. 

(3)  The  means  test  required  for  qualifying  has  become  as  stigmatic 
as  the  system  we  were  trying  to  avoid.  We  have  taken  the  social 
worker  out  of  the  system  and  imposed  a  paper  means  test  which  still 
requires  threatening  verifications  of  personal  assets. 

(4)  The  basic  flaw  of  SSI  lies  in  its  ineffectiveness  to  provide  pur- 
chasing power  to  the  elderly  consumer.  Since  the  original  legislation 
in  1972,  inflation  has  eroded  its  intent.  Even  with  the  increase  to 
$140  for  an  individual  and  $210  for  a  couple,  the  actual  purchasing 
power  remains  at  a  level  less  than  originally  intended  in  1972.  Fur- 
ther regulations  originally  considered  liberal,  such  as  the  $1,500  cash 
allotment,  may  now  be  restrictive. 

Specifics  on  Pkoblems 

To  be  more  specific  on  some  of  the  problem  areas,  we  will  cite- 
cases  that  appeared  frequently : 

A  large  number  of  those  screened  by  the  Alert  had  liquid  assets 
exceeding  the  amount  of  $1,500.  Some  had  the  intention  of  utilizing 
this  sum  as  a  burial  fund.  Others  had  a  considerable  sum  in  the 
bank,  such  as  $10,000,  and  were  living  off  the  interest  as  their  only 
means  of  income. 

A  number  of  temporary  disability  cases  were  brought  to  our  atten- 
tion where  there  was  a  need  for  immediate  payment.  There  is  a  6- 
month  waiting  period  on  the  SSI  determination. 

Assuming  the  person  could  not  fall  back  on  workman's  compensa- 
tion, and  that  the  State  requires  a  permanent  determination,  the 
question  arises  as  to  who  will  cover  the  person  during  the  interim 
period  until  the  permanent  determination  is  made. 

This  problem  is  of  greater  significance  in  light  of  the  susceptibilty 
of  the  older  person  to  a  debilitating  injury  from  accidents. 

Several  cases  have  been  brought  to  our  attention  in  which  the  val- 
uation of  a  farmer's  land  exceeds  the  $25,000  limit.  In  assessing  the 
resources  this  is  an  asset;  however,  reluctance  to  sell  one's  homestead 
is  understandable. 

A  large  number  of  applicants  screened  by  the  Alert  have  called 
concerning  the  processing  of  their  checks.  Several  had  applied  as  far 
back  as  January  and  are  still  waiting.  This  has  been  a  common  prob- 
lem but  significant  with  respect  to  the  date  of  original  filing. 

The  question  of  protective  filing  date  has  been  based  on  the  district 
office's  intepretation.  With  the  backlog  of  potential  recipients,  a 
standard  national  policy  statement  is  necessary  to  assure  the  retro- 
active payment  to  those  eligible  and  located  by  the  Alert. 

In  all,  the  Alert  was  conceived  as  a  massive  sales  campaign.  As 
such  the  Administration  on  Aging  was  the  mechanism  to  inform 
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thousan'ds  of  the  SSI  program.  As  the  salesmen  we  are  only  as  good 
as  the  product  we  sell.  We  are  answerable  to  the  consumer.  As  frus- 
tration with  the  system  continues  to  build,  the  participants  are  ques- 
tioning the  Alert  as  to  the  product  we  have  sold. 

The  Alert  in  Idaho  contacted  some  10,000  aged,  blind,  and 
disabled.  We  originally  projected  some  1,000  would  be  placed  on  the 
SSI  roles.  To  date  we  will  be  lucky  to  see  500  actually  qualify. 

Considering  the  original  SSA  projections  that  some  7,500  people 
in  the  State  of  Idalio  will  qualify,  we  can  assume  that  there  is  a 
tremendous  number  of  borderline  cases.  Therefore,  as  advocates  for 
Idahoans  we  feel  the  income  floor  should  be  increased  significantly. 

The  means  test  should  be  both  liberalized  to  include  the  large  num- 
ber of  borderline  cases  in  need  of  assistance  and  simplified  to  allow 
the  layman  to  readily  determine  eligibility. 

Thank  you.  [Applause.] 

]Mr.  0\t:rgaard.  I  would  like  to  now  present  Mr.  Hancock. 

STATEMENT  OF  SCOTT  HANCOCK,  FOEMEE  SSI-ALEET  EEGIONAL 
DIEECTOE,  POCATELLO,  IDAHO 

;Mr.  Hancock.  Thank  you  very  much.  As  you  all  know,  the  Supple- 
mental Security  Income  program  is  a  new  program,  a  program  for 
the  people  over  65.  I  would  like  to  direct  myself  to  the  other  parts 
of  the  program,  which  is  for  the  blind  and  disabled,  who  can  be 
under  65. 

We  found  ])ooplo  in  our  program  that  were  either  blind  or  disabled, 
and  this  would  include  mental  retardation,  who  were  not  eligible  for 
various  reasons,  and  I  will  cite  a  few. 

One  example.  I  Avas  called  one  day  by  a  woman  who  had  taken  a 
job  since  her  husband  had  died. 

She  had  never  worked  before,  she  was  55  years  old.  She  could  not 
draw  her  Social  Security.  She  went  to  work  as  a  maid.  On  leaving 
work  one  day.  she  fell  and  broke  her  hip.  She  called,  and  at  this  time 
she  had  been  3  months  disabled. 

Under  the  disability  standards  of  Supplemental  Security  Income, 
she  was  not  eligible,  yet  she  did  not  have  workman's  compensation,  and 
she  had  a  very  small  amount  to  live  on  monthly. 

We  told  the  lady  of  the  regulations,  and  I  asked  her  if  her  doctor 
would  in  fact  say  it  was  going  to  be  a  continuing  disability,  then 
Ave  could  get  her  eligible  for  Supplemental  Security  Income. 

This  is  one  of  the  problems  that  we  have  run  into.  Doctors  seem 
hesitant  to  make  disability  determinations,  and  I  know  this  is  also 
ti-ue  in  Social  Security. 

This  lady's  doctor  would  not  make  a  disability  determination  be- 
yond 5  months,  at  which  time  he  said  he  would  have  to  reexamine 
the  bone  structui-e  and  find  out  if  she  was  going  to  be  able  to  work. 
However,  this  lady  had  a  prior  history  of  broken  bones  throughout 
her  life,  and  a  disease  that  kept  them  from  healing  properly,  and  if 
she  broke  the  bone  many  times,  her  bones  took  as  long  as  a  year  and 
half  or  longer  to  heal. 

These  types  of  cases  are  of  the  type  that  are  very  disheartening  in 
the  SSI  program. 
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A  Call  for  Xew  Eligibility  Standaeds 

I  feel  and  am  advocatiiiii-  tliat  tlie  eligibility  standards  in  cases  like- 
this  be  drastically  changed. 

We  fonnd  a  number  of  people  who  are  and  have  been  disaljled 
most  of  their  lives,  who  for  one  reason  or  another  were  with  agencies 
that  they  were  dealing  with,  and  were  disqualified. 

There  are  several  agencies  that  were  cooperating  in  the  SSI- 
Alert  program.  A  case  we  ran  into,  which  to  me  typifies  the  lack 
of  knowledge  of  SSI,  and  I  will  talk  about  what  that  lack  of  knowl- 
edge of  SSI  is,  and  what  the  problems  were  with  that  in  a  moment. 

We  discovered  a  boy  who  had  been  receiving  SSI  payments,  his 
parents  called  and  said'that  for  no  apparent  reason  his  payments  were 
cut  otf.  That,  this  was  from  a  lack  of  cooperation  between  two  dif- 
ferent agencies,  and  the  agencies  were  blaming  each  other  for  the 
stopping  of  payments. 

I  investigated  and  found  out  through  the  State  level  that  this 
boy  was  now  indeed  still  eligible,  and  that  he  could  receive  automatic 
compensation  from  the  State  until  his  payments  could  be  renewed 
through  the  computer ;  however,  the  people  involved  refused  to  do  this. 

Toclay,  this  case,  to  my  knowledge,  has  not  been  settled  satisfac- 
torily. However,  I  have  learned  that  he  waited  the  initial  month  and 
a  half,  or  whatever  it  took,  to  get  his  payments  back,  and  they  did 
start,  but  there  is  an  overriding  problem. 

This  boy  required  a  bladder  machine  each  and  every  month  which 
the  State"  was  paying  for.  They  paid  the  pharmacy  bill  on  this 
machine.  When  his  payments  were  stopped,  the  State  also  stopped 
paying  for  the  bladder  machine,  so  as  I  was  saying,  this  was  a  crit- 
ical sihiation,  where  the  participating  agencies  had  no  point  in  the 
hassle  between  them. 

He  did,  through  a  number  of  people  in  the  area,  get  the  required 
attention  that  he  needed ;  but  as  I  said,  there  was  a  clause  where  he 
could  have  received  immediate  State  payments. 

Lack  of  National  News  Coverage 

Now.  as  T  said,  I  will  address  myself  to  problems  within  the  SSI 
i:»roo-rain.  I  think  that  one  of  the  big  problems  with  Supplemental 
Security  Income,  especially  the  SSI  work  program,  was  the  lack  of  na- 
tional news  coverage. 

Now,  I  understand  that  throughout  the  Boise  Valley,  there  was  a 
lot  of  local  coverage,  but  the  people  throughout  the  United  States 
were  aware  that  this  new  program  was  going  to  exist. 

In  the  entire  SSI  project,  I  saw  2  minute  spots  on  SSI.  The  people 
whom  we  could  not  reach— you  always  missed  a  certain  amount — 
could  have  been  reached  through  national  coverage  of  television  and 
radio,  and  in  mv  opinion,  a  program  this  broad,  and  a  program  to 
help  people,  should  have  been  a  very  important  area  for  national 

news  coverage.  t  i    itt     j- j 

We  could  have  reached  a  lot  more  people  than  we  clid.   \Ve  did 

receive  a  lot  of  publicitv  locally,  but  another  problem  with  SSI  was 

that  people,  as  Mv.  Evans  saidj  were  hesitant  about  a  new  program. 


517 

People  are  very  hesitant  about  new  programs,  and  a  lot  of  the  older 
Americans  feel  a  lot  of  programs  come  along,  that  are  short  lived 
and  are  not  going  to  help  them.  ' 

Through  the  national  news  coverage,  I  think  this  possibly  could 
have  been  alleviated  a  great  deal.  We  did  locate  a  great  many'people, 
and  we  did  help  a  great  many  people,  I  think  personally  "that  the 
eligibility  standards  for  SSI  are  entirely  too  long  in  judgment  they 
tjike  too  lono-.  ' 

I  was  quoted  exactly  this  way,  that  if  a  person  is  over  65.  and 
they  are  m  stringent  cases,  he  can  receive  an  automatic  cash  pavment 
right  on  the  spot.  However,  if  a  person  64  were  to  go  in,  obviouslv 
disabled  to  the  point  of  practically  no  arms  and  no  legs,  he  would 
almost  have  to  have  one  foot  in  the  grave  to  receive  an  automatic  cash 
payment,  no  matter  what  his  background,  and  no  matter  what  he  was 
living  on. 

The  eligibility  judgments  are  especially  hard  on  disabled  people, 
they  take  far  too  long,  sometimes  as  high  as  6  months. 

People  that  have  been  eligible  for  Social  Security,  it  goes  more 
rapidly ;  however,  if  you  have  not  worked  a  certain  number  of  quar- 
ters, no  matter  how  disabled  you  are,  you  cannot  receive  Social  Se- 
curity benelits,  so  if  you  have  never  claimed  eligibilitv,  then  it  is 
extremely  hard,  and  a  long  process  to  be  claiming  eligibility  for  Sup- 
plemental Security  Income,  no  matter  how  severe  the  disabilitv. 

Thank  you. 

Senator  Church.  Thank  you.  [Applause.] 

STATEMENT  OF  HAROLD  SMITH,  STATE  COORDINATOR  OF  SOCIAL 
SERVICES,  DEPARTMENT  OF  ENVIRONMENTAL  AND  COMMUNITY 
SERVICES,  BOISE,  IDAHO 

Mr.  Smith.  Senator  Church.  I  will  try  to  be  brief.  I  know  it  is  late, 
and  the  people  are  tired,  but  I  do  have  a  subject  that  I  would  like 
to  mention,  which  has  not  been  reallv  mentioned  todav.  and  that  is 
the  social  service  needs  of  individuals  receiving  SSl"  benefits,  and 
particularly  the  aged,  blind,  and  disabled  people  in  general. 

As  you  know,  under  title  VI  of  the  Social  Securitv  Act,  Congress 
authorized  to  be  appro])riated  matching  money  to  be'available  to  the 
States  to  provide  social  services  to  SSt  i-ecipionts.  former  recipients 
of  SSI  or  those  aged,  blind,  or  disabled  persons  who  potentially  will 
be  eligible  for  SSI  benefits.  These  payments  would  be  available  only 
when  the  State  has  submitted  and  had  approved  by  the  Secretary 
of  Health,  Education,  and  Welfare  a  State  plan  for"  providinir  such 
services.  The  provision  of  these  services  by  the  State  is  not  mancktory. 

Idaho,  through  the  Department  of  Environmental  and  Community 
Services  as  the  single  State  agency,  has  elected  to  provide  these  serv- 
ices to  SSI  reci]:>ients  and  other  eligible  aged,  blind,  and  disabled 
])ersons.  A  new  plan  Avas  submitted  to  Health.  Education,  and  Wel- 
fare this  past  fiscal  quarter  and  was  approved  on  INIav  6,  197-1-. 
^  Idaho,  through  the  Department  of  Environmental  and  Community 
Services,  is  still  administering  the  programs  of  old-age  assistance,  aid 
to  the  blind,  and  aid  to  the  permanentlv  and  total Iv  disabled.  SSI 


518 

lias  as  its  aim  to  provide  a  basic  Federal  payment  nationwide  that 
-will  assure  that  each  eligible  person  will  have  an  income  of  $140  now 
and  $146  beginning  in  July  1974.  The  State  standard  of  need  for  a 
single  individual  in  Idaho  is  $192.  Idaho,  therefore,  is  providing  an 
additional  payment  through  its  public  assistance  programs  so  that 
the  SSI  recipient  or  Social  Security  beneficiary,  is  at  least  assured  of 
an  income  level  equal  to  the  State  need  standards. 

Currently,  we  are  making  about  3,800  of  these  payments  in  Idaho. 
About  half  of  these  I  am  told  are  to  Social  Security  beneficiaries,  who 
are  not  receiving  SSI,  as  their  income  is  greater  than  that  which 
would  make  them  eligible  for  SSI  benefits,  but  not  enough  to  make 
them  eligible  for  State  benefits.  The  State  is  now  increasing  its  bene- 
fit level  for  a  single  person  to  $192,  because  Congress  is  increasing 
the  amount  of  the  Social  Security  benefits,  and  the  State  wants  to 
pass  the  increase  on  to  the  person  receiving  assistance  in  Idaho. 

We  are  concerned  that  SSI  beneficiaries  in  Idaho  are  not  aware  of 
the  services  available  to  them  through  the  Department.  We  have  at- 
tempted to  arrange  for  the  SSI  administration  to  explain  to  people 
applying  for  benefits  the  services  available  to  them  through  the 
Idaho  Department. 

SSI  does  refer  these  people  for  money  payments,  but  I  am  afraid 
due  to  the  difficulty  of  processing  all  of  the  applications  received,  and 
the  press  of  time,  that  SSI  is  not  able  to  identify  the  people  who  have 
service  needs,  and  refer  them  to  the  Department. 

SER^^:cES  in  the  Home 

Some  of  the  more  dramatic  and  successful  services  are  those  geared 
to  assist  the  individual  to  remain  in  his  or  her  own  home  rather 
than  having  to  be  institutionalized,  or  to  return  to  his  or  her  own 
home  from  an  institution.  These  include,  along  with  many  other 
■services,  arranging  for  health  services,  homemaker  services,  prepared 
meals,  and  transportation. 

Another  valuable  service,  for  example,  is  that  of  information  and 
referral  whereby  we  can  provide  information  on  any  service  avail- 
able in  the  community  and  assist  the  individual  in  obtaining  these 
services.  The  Department  of  Environmental  and  Community  Services 
stands  ready  at  all  times  to  assist  any  citizen  in  this  regard. 

I  am  sure  these  services  can  be  expanded  and  made  more  available, 
hut  in  some  way  or  another,  the  SSI  beneficiaries  must  be  aware  of  the 
fact  that  these  services  are  available. 

I  will  not  go  on  further  about  these  services,  except  to  say  that 
I  do  hope  that  the  department  will  be  able  to  improve  with  the 
Office  of  Aging,  and  other  private  agencies  in  the  State. 

Congress  is  now  considering  new  legislation  in  respect  to  the  social 
service^ programs.  In  the  meantime  the  administration  is  attempting 
to  reduce  the  Federal  money  available  to  States  for  social  services. 
As  Senator  Church  knows,  it  was  necessary  for  Congress  to  suspend, 
in  November  1973,  regulations  that  had  been  issued  by  the  Depart- 
ment of  Health,  Education,  and  Welfare.  These  regulations  would 
liave  reduced  considerably  available  Federal  assistance  to^  social 
services.  Studies  by  Congress  now  are  geared  to  considerations  as 
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to  how  best  to  assist  the  States  in  providing  these  services,  and  we 
wish  vou  the  best  of  luck  Senator  Church  in  your  efforts  in  this 
behalf. 

I  would  like  to  also  say  that  with  regard  to  medical  assistance,  or 
Medicaid,  as  it  was  referred  to  today,  all  SSI  beneficiaries  in  Idaho 
are  eligible  for  medical  assistance,  and  I  am  afraid  that  many  SSI 
beneficiaries  are  still  not  aware  of  this. 

Very  Few  SSI  Applicaiioxs  Received 

The  department  is  receiving  very  few  applications  from  SSI  bene- 
ficiaries, although  the  medical  assistance  program  pays  the  indi- 
vidual's premium  for  Medicare  and  pays  for  all  deductibles  required. 

I  hope  that  Idaho  can  provide  some  kind  of  an  informational  pro- 
gram that  will  make  people  much  more  aware  of  these  benefits. 

Thank  you.  Senator. 

Senator  Church.  Thank  you  very  much.   [Applause.] 

I  think  that  you  have  already  contributed  to  a  better  understand- 
ing of  the  connection  between  the  social  services  that  are  available, 
and  the  SSI  program. 

I  hope  that  members  of  my  staff  who  are  present,  and  have  listened 
carefully,  because  we  often  have  occasion  to  talk  to  people  at  the 
courthouses  and  elsewhere,  and  we  ought  to  be  mindful,  too,  of  pass- 
ing on  that  word  to  them,  whenever  possible. 

I  think  that  given  the  lateness  of  the  hour,  and  the  fact  I  was 
]iot  able  to  get  started  at  the  planned  time  this  afternoon,  that  I  will 
not  question  the  panel.  I  think  you  have  all  made  an  excellent  con- 
tribution to  the  record. 

I  would  make  this  one  observation  though,  and  that  is  in  your  testi- 
mony and  in  much  of  the  testimony  Ave  have  heard  today,  we  have 
been  constantly  reminded  of  the  underlying  problem  of  inflation,  and 
the  way  it  eats  away  at  all  of  these  programs. 

I  think  that  inflation  is  the  big  feast,  and  as  much  as  I  want 
to  see  those  programs  work,  and  as  much  as  I  want  to  see  [Medicare 
improved,  and  the  Social  Security  benefits  made  adec[uate:  it  all  is 
])retty  futile  if  the  dollar  is  deteriorating  in  value  so  rapidly  that 
it  is  not  possible  to  keep  up.  We  have  been  playing  a  catchup  game 
with  inflation  for  years  now. 

The  Big  Xeed:  A  Stable  Economy 

Two  yea  IS  ago  when  I  sponsored  the  20  percent  increase  in  Social 
Security,  I  thought  for  the  first  time  we  are  not  only  going  to  catch 
up,  but  we  might  get  a  little  improvement  in  the  level  of  income 
foi-  the  senior  citizens  of  the  country.  "We  did  get  a  little  improvement 
for  a  few  months,  and  then  inflation  ate  it  all  up,  and  we  have  had 
to  have  another  11  percent  increase,  and  at  the  time  that  11  percent 
takes  final  effect  with  the  4  percent  that  come  due  in  July,  inflation 
will  have  already  passed  it  by.  The  biggest  single  thing  we  could  do 
for  the  elderly,  and  also  for  the  rest  of  the  people  in  this  country, 
including  the  young  people,  with  young  children,  and  young  married 
couples,  is  to  st'abilize  the  dollar,  and  to  stabilize  the  economy. 
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I  know  that  is  not  an  easy  thing  to  do,  and  no  one  else  seems  to 
have  the  answer  right  now. 

When  you  consider  back  in  President  Eisenhower's  time,  prices 
were  stable,  there  was  no  appreciable  increase  in  the  cost  of  living, 
in  President  Kennedy's  time,  prices  were  also  very  stable.  The  cost 
of  living  increased  on  the  average  of  only  1.5  percent  a  year. 

In  President  Johnson's  time,  the  average  increase  in  the  cost  of 
living  was  3  percent  a  year. 

In  President  Nixon's  first  term,  the  average  cost  of  living  went 
up  6  percent  a  year,  and  today,  in  1974,  the  cost  of  living  is  going  up 
at  a  current  rate  of  14.5  percent  a  year.  Now,  inflation  is  getting  out 
of  hand,  it  is  going  rampant,  and  something  has  to  be  done  about  it. 

I  have  seen  inflation  destroy  other  countries.  I  was  in  China  at 
the  end  of  the  second  world  war.  I  saw  inflation  destroy  Chiang-Kai 
sliek's  government,  and  usher  in  the  Communist  revolution. 

After  the  first  world  war  inflation,  runaway  inflation  destroyed 
the  German  republic  and  opened  up  the  doors  of  Hitler. 

In  South  America,  inflation  has  destroyed  every  democratic  gov- 
ernment. There  is  not  one  democratic  government  south  of  the  border, 
and  in  every  case  these  military  dictatorships  have  taken  charge  in 
the  wake  of  a  terrible  inflation. 

I  would  hate  to  see  anything  like  that  happen  in  the  United  States, 
so  I  think  that  we  must  do  everything  we  can  to  make  these  pro- 
grams good  and  sufficient,  but  the  underlying  job  we  have  to  address 
ourselves  to  in  this  country  if  we  are  ever  going  to  have  adequate 
and  satisfactory  programs,  is  to  stabilize  our  economy. 

That  is  the  biggest  single  task  today. 

Will,  I  am  told  that  you  have  something  more  to  say,  and  before 
I  gavel  the  meeting  to  a  close,  I  want  to  give  you  a  chance  to  say  it. 

INIr.  OvERGAARD.  Right  at  the  conclusion  of  the  hearing,  the  singing, 
swinging  senior  citizens  from  Idaho  Falls  will  again  have  the  honor 
to  entertain  us,  and  we  want  to  also  mention  that  this  evening,  at 
7  o'clock,  in  this  auditorium  will  be  the  senior  talent  show,  and  not 
forgetting  again  tomorrow  morning,  commencing  at  8  .'55,  we  start 
our   State  conference  on  aging. 

Thank  you.  Senator. 

Senator  Chltrcii.  Thank  you. 

[Voice  From  the  Floor.]  One  phase  of  this  big  program  that  has 
not  been  mentioned  today,  and  it  is  very  late,  and  I  know  you  are 
tired,  but  could  you  l)riefly  answer  this.  There  are  many  senior  citizens 
who  have  been  part  of  the  retired  teachers,  and  there  are  many  who 
do  need  further  benefits. 

Is  there  any  way  that  this  thing  can  be  leveled  ofi^,  that  the  people 
that  do  need  lielp,  does  not  get  that  help,  and  I  know  that  with 
all  of  the  problems  that  do  exist,  that  tliis  is  something  the  committee 
can  see  as  a  possibility  of  leveling  it  ofi^. 

Senator  Ctturch.  Well,  as  far  as  Social  Security  is  concerned,  the 
leveling  off  on  process  comes  from  the  size  of  the  income  on  which 
the  tax  is  imposed. 

In  other  words,  a  person  earning  $50,000  a  year  is  not  paying  Social 
Security  on  $50,000.  and  does  not  get  the  benefit  based  on  that  $50,000 
income. 
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MiXIMUM    IXCOME    FOR    DeCEXT    LiVIN^G 

If  he  paid  the  Social  Security  tax  on  a  maximum  of  $13,000  a  year, 
Avhich  is  the  present  base,  $13,800,  so  there  is  a  built-in  limitation 
on  the  amount  that  is  contributed  into  the  system,  and  the  amount 
that  is  paid  out,  and  in  going  back,  the  purpose  of  Social  Security  back 
in  the  days  of  the  depression,  when  it  was  first  set  up,  the  days  of 
Franklin  Roosevelt,  was  to  assure  everybody  that  at  least  a  minimum 
income  for  a  decent  living  in  retirement  could  come  about,  not  to  do 
more,  and  in  this  way  we  are  trying  to  keep  Social  Security. 

Now,  it  is  true,  as  you  say,  for  a  long,  long  time  those  that  were 
drawing  the  largest  benefit  seemed  to  get  the  best  of  everythino-. 
Everytime  we  increased  Social  Security  10  percent  or  20  percent, 
whatever  it  was,  those  that  were  getting  the  most  got  the  biggest  in- 
crease, those  that  were  getting  the  least  got  the  smallest. 

I  was  very  concerned  about  that,  and  that  is  the  reason  I  worked 
so  hard  to  get  this  SSI  program  started,  because  that  program  at 
least  is  addressed  to  the  people  at  the  bottom  who  need  the  help  the 
most. 

You  have  a  very  valid  point.  All  I  can  say,  I  am  mindful  of  it, 
and  there  are  some  things  which  I  can  do  about  it. 

Are  there  any  other  questions  now  from  the  floor? 

[Voice  From  the  Floor.]  That  is  not  correct.  The  fellow  gets  10 
percent,  the  fellow  at  the  bottom  of  the  ladder,  he  gets  only  10  percent 
just  as  the  fellow  at  the  top  of  the  ladder. 

Senator  Church.  That  is  exactly  the  point  I  tried  to  make  here, 
that  special  attention  has  to  be  given  to  the  fellow  at  the  bottom  of 
the  economic  ladder,  no  question  about  it. 

Now,  anybody  who  has  a  question,  and  who  has  not  had  time  to 
speak  out,  and  does  not  wish  to  speak  out,  you  have  tliis  form*  avail- 
able, and  we  will  see  that  you  get  a  written  reply,  so  do  not  leave  if 
you  have  a  question  that  you  want  a  reply  to,  remember  that  these 
forms  are  available,  for  your  use. 

Before  we  adjourn,  would  you  just  stay  a  few  minutes  longer 
to  hear  the  ladies  who  came  to  sing  a  few  songs  for  us  all,  and  they 
were  cut  off,  and  they  would  like  to  finish  their  program,  two  or  three 
very  nice  songs.  Let  us  give  them  a  good  hand. 

We  will  terminate  the  hearing  at  this  time. 

[Whereupon,  the  hearing  was  adjourned  at  5:30  p.m.] 

*See  appendix  2,  p.  52S. 
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Appendix  1 

LETTERS  AND  STATEMENTS  FROM  INDIVIDUALS  AND 

ORGANIZATIONS 

ITEM  1.  LETTER  FROM  GUY  R.  SHAMBAUGH,*  DISTRICT  MANAGER, 
SOCIAL  SECURITY  OFFICE,  BOISE,  IDAHO;  TO  SENATOR  FRANK 
CHURCH,  DATED  JUNE  19,  1974 

Dear  Senator  Church  :  I  appreciate  the  invitation  to  submit  additional  in- 
formation and  comment  for  use  of  your  committee's  liearings  on  "Future  Direc- 
tions in  Social  Security." 

Tlie  Snpplemoital  Security  Income  program  is  still  a  heavy  burden  on  the 
Social  Security  offices  because  of : 

1.  Insutficient  staff. 

2.  Inadequate  equipment  in  Baltimore  and  in  the  field  to  handle  the  massive 
systems  input  necessary  to  set  up  records  and  keep  them  current  to  effectuate 
proper  payment  timely.  Because  of  the  limitations  in  Baltimore,  the  district  and 
lirancli  offices  throughout  the  country  are  called  on  to  do  much  additional  work 
(quite  often  re-input  material  correctly  introduced  once  or  twice  before)  to 
hopefully  effectuate  more  prompt  payment  to  beneficiaries. 

I  have  been  told  by  responsible  individuals  from  the  Baltimore  complex  that 
rental  or  purchase  of  an  additional  large  computer  for  backup  purposes  is  a 
necessity  and  is  being  recommended. 

It  is  our  feeling  that  regulations  (apparently  U.S.  Treasury)  limiting  the 
emergency  advance  payments  possilile  in  the  district  and  brancii  offices  are  far 
too  restrictive  to  meet  the  urgent  needs  of  many  beneficiaries.  The  present  sys- 
tem results  in  as  much  as  two  to  three  weeks  delay  in  authorized  payments 
being  received  by  recipients.  As  T  know  you  are  weli  aware  of.  many  of  these 
recipients  have  no  means  to  purchase  necessities  during  this  two  to  three  week 
period.  Additionally,  these  persons  cannot  get  food  stamps  without  the  outlay 
of  some  cash. 

We  feel  the  emergency  funds  on  hand  in  the  district  and  In-anch  offices  could 
be  more  effectively  used  to  meet  the  urgent  needs  of  entitled  individuals  if  the 
district  managers  were  given  more  latitude  in  authorizing  emergency  advance 
payments. 

Sincerely  yours, 

Oi-Y  R.  Shambaugh.  District  Manager. 


ITEM  2.  LETTER  AND  STATEIVIENT  FROM  C.  O.  YOUNGSTROM,  PRESI- 
DENT, IDAHO  FEDERATION  OF  CHAPTERS  OF  NATIONAL  ASSOCIA- 
TION OF  RETIRED  FEDERAL  EMPLOYEES;  TO  SENATOR  FRANK 
CHURCH,  DATED  JUNE  7,  1974 

Dear  Senator  Church:  I  am  happy  to  send  you  my  statement  on  behalf  of 
the  Idaho  members  of  the  National  Association  of  Retired  Federal  Employees 

*See  statement,  p.  4S0. 
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to  be  filed  with  the  Committee  on  Aging  as  a  part  of  tlie  record  of  the  Twin 
Falls  hearing  held  in  that  city  May  16th. 
Sincerely  yours, 

0.  O.  YOUNGSTROM, 

Idaho  Federation  of  Chapters  of  NARFE. 

[Enclosure.  J 

We  are  pleased  that  Senator  Church,  Chairman  of  the  Special  Committee  on 
Aging  scheduled  a  public  hearing  of  the  Committee  in  Twin  Falls  to  listen  to 
the  problems  and  concerns  of  older  persons  and  to  secure  their  recommendations. 
We  are  especially  pleased  that  the  record  remains  open  to  enable  us  to  submit 
this  statement. 

Without  question  the  most  serious  economic  problem  which  confronts  retired 
persons  living  on  relatively  fixed  incomes  is  that  of  inflation.  This  drain  on  the 
resources  of  those  no  longer  in  the  labor  force  who  are  dependent  on  the  pro- 
visions they  were  able  to  make  during  their  working  years  to  see  them  through 
their  period  of  retirement  is  devastating  and  there  appears  no  end  in  sight.  The 
adverse  effects  of  the  inflation  we  have  been  experiencing  is  by  no  means  limited 
to  retired  persons  on  fixed  incomes  but  their  situation  is  particularly  acute. 

Cost  of  living  adjustments,  Social  Security  benefit  increases.  Supplementary 
Security  Income  and  such  other  measures  as  this  Committee  and  its  members 
have  aided  in  passing  the  Congress  are  most  welcome  and  needed  assists  for  a 
group  of  people  that  deserve  attention.  They  are  by  no  means  a  complete  an- 
swer. Policy  formulation  by  both  the  Congress  and  the  Executive  branches  must 
have  a  foremost  concern  for  dealing  with  the  extremely  complex  forces  that 
generate  inflation  that  they  may  be  blunted  and  at  the  same  time  avoid  the 
catastrophe  of  a  depression. 

There  are  two  measures  before  the  Congress  that  our  Idaho  group  of  NARFE 
Chapters  is  interested  in  supporting  and  respectfully  urges  the  Committee  to 
examine.  Although  neither  of  them  corrects  the  underlying  forces  causing  infla- 
tion they  both  will  assist  Federal  Civil  Service  retirees  to  offset  the  loss  of 
purchasing  power  of  their  income. 

(1)  The  first  is  the  proposed  updating  of  the  Retirement  Income  Credit  fea- 
ture of  the  Federal  income  tax  code.  When  this  Credit  was  first  established  by 
the  Congress  in  1954  it  was  done  to  provide  a  similar  measure  of  tax  relief  for 
Civil  Service  annuitants  and  others  not  enjoying  Social  Security  benefits.  Social 
Security  benefits  are  properly  not  taxable.  Retirement  Income  Credit  affords  in 
a  somewhat  complicated  way  a  comparable  relief  for  those  retired  persons  who 
do  not  receive  Social  Security  payments. 

Retirement   Income   Credit  Adjustment 

There  has  been  no  adjustment  in  the  Retirement  Income  Credit  since  1962 
although  during  this  12-year  period  there  have  been  substantial  increases  in 
benefits  paid  to  those  receiving  Social  Security,  the  latest  a  deserved  11%  in- 
crease in  1974.  In  the  interest  of  equity  and  justice  it  would  seem  entirely  ap- 
propriate to  update  the  Retirement  Income  Credit  and  bring  it  in  line  with  the 
original  purpose  established  by  the  Congress  in  1954  and  reaffirmed  in  1962 
when  the  last  updating  was  adopted. 

Senator  Church  has  recognized  this  need  in  proposing  an  amendment  to  H.R. 
8217  which  would  raise  the  maximum  amounts  for  computing  the  Credit.  The 
Idaho  members  of  the  National  Association  of  Retired  Federal  Employees 
strongly  endorses  this  proposal  and  wishes  to  respectfully  suggest  to  the  Com- 
mittee their  interest  in  its  final  approval.  Our  analysis  of  this  ammendment 
leads  us  to  the  conclusion  that  it  is  to  be  preferred  to  the  measure  .sponsored 
by  Mr.  Broyhill  and  approved  by  the  House  Ways  and  Means  Committee  which 
among  other  provisions  provides  that  an  individual  would  lose  the  credit  dollar 
for  dollar  for  adjusted  gross  income  earned  over  $7500  and  for  a  joint  return, 
over  .$10,000. 

(2)  The  second  measure  which  we  would  like  to  call  to  the  Committee's  at- 
tention is  S.  628  which  after  passage  in  the  Senate  was  amended  in  the  ITnuso 
to  climinnte  the  reduction  in  Civil  Service  annuities  required  when  an  annui- 
tnnt  designates  a  surviving  beneficiary  to  receive  a  share  of  the  annuity  upon 
the  death  of  the  annuitant. 

Tliis  proposal  is  a  ba>^ic  change  in  the  Civil  Service  Retirement  Sy.stem  that 
would  constitute  a  substantial  improvement  and  is  a  move  in  the  right  direction 
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in  tlie  opinion  of  our  Idalio  NARFE  members.  Tliis  automatic  provision  for  sur- 
vivor protection  upon  tlie  death  of  the  annuitant  would  be  similar  to  the  present 
automatic  protection  to  survivors  when  an  employee  dies  in  the  Federal  Service. 
It  would  seem  justified,  therefore,  to  provide  it  also  to  a  retired  Civil  Service 
employee.  This  would  be  accomplished  if  S.  628  as  amended  in  the  House  is 
enacted  into  law. 

We  are  grateful  for  this  opportunity  to  submit  this  statement  of  the  views 
on  these  issues  for  our  Idaho  NARFE  members  to  the  Senate's  Special  Commit- 
tee on  Aging  for  their  consideration. 


ITEM  3.  STATEMENT  OF  WILLIAM  P.  HARTMAN,  EXECUTIVE  DIRECTOR, 
CANYON  COUNTY  ORGANIZATION  ON  AGING,  INC.,  CALDWELL,  IDAHO 

In  our  existing  system  of  services  and  cash  assistance  payments  we  have  cre- 
ated a  mass  of  confusing  and  all  too  often  restrictive  regulations.  Just  within 
the  last  year  we  have  had  one  federal  register  published  and  then  abolished 
regarding  service  programs  for  the  aged,  blind,  or  disabled  under  Titles  I,  X, 
XIV,  and  XVI  of  the  Social  Security  Act.  This  type  of  bureaucratic  bungling 
lias  been  referred  to  as  operation  mangle,  however,  I  prefer  to  call  it  operation 
strangle,  because  it  has  effectively  prevented  services  from  ever  reaching  the 
people  who  need  them. 

In  the  area  of  cash  assistance  payments  (SSI)  the  regulations  are  confusing 
to  most  people  and  are  punitive  in  nature  rather  than  supportive  or  preventive. 
Tender  SSI  the  regulations  in  effect  force  an  individual  to  be  virtually  broke  to 
qualify  and  the  process  of  becoming  eligible  is  often  so  embarrassing  and  de- 
meaning that  many  older  Americans  refuse  to  even  apply.  Tliese  people  grew 
up  in  a  period  of  self-reliance  and  belief  in  the  goodness  of  their  country.  At  this 
point  in  our  nation's  history  we  could  use  some  of  that  same  spirit,  however, 
instead  these  regulations  are  effectively  destroying  that  spirit  in  our  older 
Americans.  A  specific  example  of  this  is  the  requirements  for  SSI.  A  single  per- 
son must  have  resources  of  less  than  $1500  which  includes  cash  value  in  life 
insurance  and  savings  and  investments.  They  are  benevolently  allowed  to  own 
their  own  home  and  one  automobile.  For  a  couple  the  standard  is  $2200  in  re- 
sources. As  one  can  see  these  kinds  of  restrictions  effectively  destroy  a  person 
as  an  individual.  True,  if  an  individual  were  young  and  able,  many  would  be 
happy  to  have  these  resources,  but  we're  discussing  people  who  are  either  dis- 
abled or  too  elderly  to  work  and  who.  even  if  they  desired  to  work,  probably 
couldn't  find  much  in  our  youth  oriented  job  market. 

These  kinds  of  regulations  are  obviously  not  designed  to  be  supportive.  In 
fact  it  is  difficult  to  determine  what  the  intents  are. 

Let  us  recognize  that  many  of  these  regulations  are  now  out  of  date.  i.e.  in- 
come guidelines  have  become  punitive  rather  than  supportive  or  preventive.  We 
ran  remedy  this  situations,  but  the  decision  making  process  must  begin  to  in- 
clude the  people  who  best  know  the  problems,  the  older  Americans  themselves 
and  the  local  employees  of  SSA,  public  assistance  offices  and  senior  citizen  pro- 
grams. Unfortunately  this  hasn't  lieen  done  in  the  past.  The  decisions  have  been 
reached  at  the  federal  level  and  then  handed  down  to  the  state  and  local  units 
of  agencies.  People  themselves  then  have  no  choice  but  to  attempt  to  work  with 
them  and  around  them.  We  can  and  must  reverse  this  decision  making  process, 
so  these  programs  will  then  be  able  to  fulfill  the  functions  they  are  supposed  to. 

WlLIJAM  P.  HARTMAN. 

Executive  Director. 


ITEM  4.  OBSERVATIONS  ON  SOCIAL  SECURITY  ADMINISTRATION,  SUB- 
MITTED BY  INFORMATION  AND  REFERRAL  SERVICE,  INC.,  BOISE, 
IDAHO 

April  29.  1974. 

This  office  has  recently  worked  with  a  variety  of  complaints  and  difl3culties 
concerning  the  Social  Securitv  Administration.  These  problems  have  been  from 
individuals  with  a  variety  of  educational  backgrounds,  of  various  age  statuses 
and  of  a  wide  range  of  income  levels. 
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Case  No.  1.  A  widow  and  retiring  teacher,  65  years  old,  began  application 
for  her  retirement  benefits  during  the  summer  of  1973.  In  December  1973  dis- 
covered on  lier  own  that  she  had  been  given  misinformation  by  the  Social  Se- 
curity Administration  service  person.  Her  application  was  incomplete  and 
tlierefore  had  not  been  processed.  At  that  time  she  made  re-application  and  was 
promised  a  check  by  February.  The  second  application  got  lost  in  the  process- 
ing cycle.  When  the  client  complained  to  a  Social  Security  Administration  staff 
person  about  the  great  delays  and  inefficiencies,  the  staff  person  became  hostile 
and  rude.  The  client  substantiates  that  she  spoke  to  more  than  one  SSA  staff 
persons  who  gave  conflicting  information,  yet  SSA  places  the  responsibility  for 
errors  on  the  client.  This  client  received  her  first  Social  Security  check  in  mid 
April  1974,  fully  nine  mouths  from  the  initial  application  and  five  months  from 
when  she  should  have  received  the  first  check. 

Payments  Received  After  Eligibility  Expires 

Case  No.  2.  A  widow  and  school  system  employee,  56  years  old,  is  eligible  for 
dependent  benefits  during  the  three  summer  months,  June,  July  and  August. 
She  received  payments  during  the  summer  months  of  1973,  but  payments  did 
not  stop  in  September  when  she  returned  to  work.  After  many  notifications  and 
complaints  to  the  local  SSA  office,  the  client  was  still  receiving  payments  in 
April  1974.  She  does  not  bother  to  return  the  checks  any  longer,  nor  does  she 
cash  them.  She  asks  how  often  does  the  SSA  tie  up  money  for  the  ineligible 
while  the  eligible  sustain  long  delays  in  receiving  benefits. 

Case  No.  3.  A  family  with  a  foster  child,  age  16.  assisted  in  making  appli- 
cation to  SSA  for  the  check  of  the  child,  who  is  eligible  as  the  dependent  of  his 
disabled  father,  to  come  to  the  foster  child  and  his  foster  family.  The  applica- 
tion was  made  six  months  ago.  The  SSA  lost  the  father's  statement  of  permis- 
sion to  change  the  check,  therefore,  the  child's  real  mother  is  still  receiving 
the  monthly  check  which  she  cannot  legally  cash.  It  is  returned  to  SSA  each 
month.  Tlie  case  has  not  yet  been  resolved  and  the  foster  parents  continue  to 
bear  a  financial  burden  for  which  there  is  an  obvious  resource. 

Case  No.  4.  Widow,  nearly  blind.  78  years  of  age,  states  that  her  SS  checks 
have  been  late  starting  in  January  when  that  check  didn't  arrive  until  the  end 
of  Feln-uary.  The  April  check  which  should  have  arrived  around  the  3rd,  ar- 
rived mid-April.  In  January,  the  client  borrowed  money  from  a  loan  company  to 
pay  the  rent  for  she  feared  eviction  by  her  landlord.  Recently  she  again  bor- 
rowed money  for  food.  She  states  she'd  rather  borrow  from  a  loan  company  than 
"lieg"  from  Ada  County  Welfare.  She  has  to  pay  back  an  advance  from  County 
Welfare  anyway,  so  she  prefers  paying  the  loan  company  with  interest  and 
dignity,  than  "begging"  from  welfare. 

Case  No.  5.  A  70  year  old  man,  disabled  and  living  in  a  hotel  had  applied 
for  SSI.  but  had  not  heard  from  the  SS  office.  He  was  completely  out  of  food 
and  sought  assistance  with  his  problem  through  the  Information  and  Referral 
office.  The  SS  office  was  contacted  in  his  behalf.  There  was  considerable  delay 
while  the  SS  worker  searched  for  his  application.  She  finally  checked  through 
the  computer  to  Maryland  and  it  was  verified  that  the  client  had  been  approved 
for  lienefits.  The  I  &  R  staff  person  was  asked  by  SS  worker  to  recontact  the 
client  to  urge  him  to  go  to  the  SS  office  for  assistance  from  the  emergency  fund. 
He  has  great  difficulty  walking,  but  he  did  go  to  SS  office  to  get  his  emergency 
check.  In  following-up  with  the  client,  he  stated  that  SS  didn't  know  when  he'd 
start  receiving  his  regular  benefit  check.  In  the  meantime  he's  eating  very 
sparingly  to  get  by  on  the  money  he  has.  He  has  become  quite  disgruntled  and 
refuses  to  recontact  the  SSA. 

Case  No.  6.  A  farm  wife,  age  62  in  April  1974.  is  taking  early  retirement 
lienefits.  She  started  application  procedure  in  January.  She  has  to  sliow  her 
liirth  certificate  to  verify  eliaibility  and  through  no  fault  of  hers  or  the  SSA. 
the  Bureau  of  Vital  Statistics  produced  her  twin  brother's  certificate.  After 
slie  obtained  her  own  certificate.  al>out  the  1st  of  March,  the  SSA  worker  said 
application  was  not  complete  until  thev  had  written  signed  statement  regarding 
her  lack  of  earning  any  salary  in  1973.  This  caused  additional  delay,  but  the 
statement  was  provided  to  SS  prior  to  her  birthday.  Her  first  check  sJwuld 
arrive  in  May. 

Saddled  With  Too  Man'y  Responsibilities 

Comments:  1.  The  pattern  of  inefficiency,  of  delays,  of  rude  and  abrupt  be- 
havior experienced  by  many  beneficiaries  clearly  indicate  the  SSA  is  being  sad- 


died  with  too  many  responsibilities  for  which  the  Administration  is  not  equipped 
or  staffed  to  handle.  The  many  levels  of  procedural  interpretation  and  continu- 
ally changing  regulations  compound  the  on-going  problems  of  misinterpretation 
of  regulations  to  clients,  lost  applications,  mislaid  support  documents,  computer 
disorders,  and  loss  of  temper.  Too  frequently  a  call  to  the  SS  office  results  in 
a  two,  four  or  even  up  to  15  minute  wait  (a  staff  person  held  to  test  "hold"' 
time  before  reaching  the  person  with  whom  one  needs  to  speak).  In  addition, 
the  pattern  of  being  transferred  among  several  people  indicates  that  con- 
fusion exists  for  the  phone  receptionist  cannot  identify  a  staff  person  to  receive 
a  specified  problem.  This  type  of  reception  is  frustrating  to  professional  social 
service  personnel.  How  must  the  beneficiary  who  wants  simply  to  clarify  SS 
status  respond  to  each  shuffling  of  staff  and  delays  in  response. 

2.  Mandate  to  provide  information  and  referral.  The  regulations  made  no 
provision  for  SS  information  and  referral  to  cooperate  or  tie  in  with  existing 
I  &  R  Service  providers,  thus  a  duplication  of  service  was  created.  The  Social 
Security  Administration  does  not  have  the  funds  to  staff  the  I  &  R  component 
with  qualified  personnel  to  provide  reliable  information,  referral  and  follow-up. 
Nor  has  SS  sought  to  contract  with  other  I  &  R  providers  for  training  to  pro- 
duce competent  staff".  The  incomplete  and  low  quality  resource  files  leave  the 
competence  of  referrals  in  doubt.  Many  persons  wlio  are  referred  out  of  SS^ 
eventually  find  their  way  to  private  providers  after  much  wasteful  searching 
and  seeking  services  from  various  community  agencies.  This  tyije  of  transmittal 
of  misinformation  confuses  the  service  delivery  rather  than  providing  creative 
linkages  for  which  I  &  R  is  intended.  An  "inside"  source  at  SSA  stated  that 
clients  are  referred  to  finance  and  loan  companies  to  meet  emergency  needs. 
Clearly,  the  ethics  of  this  type  of  referral  are  questionable  and  could  profoundly 
compound  already  existing  financial  problems.  Other  Information  and  Referral 
directors  and  managers  in  several  states  have  indicated  this  pattern  is  typical 
of  their  state  also. 


Appendix  2 
STATEMENTS  SUBMITTED  BY  THE  HEARING  AUDIENCE 

During  the  course  of  the  hearing  a  form  was  made  available  by  the 
chairman  to  those  attending  who  wished  to  make  suggestions  ancl  rec- 
oinmendations  but  were  unable  to  testify  because  of  time  limitations. 
IJie  form  read  as  follows: 

If  there  had  been  time  for  everyone  to  speak  at  the  hearing  on  "Future  Di- 
have's'^id  •  ""^  S^^"rity,"  in  Twin  Falls.  Idaho,  on  May  A,  1974    I  woSd 

The  following  replies  Avere  received: 

F.  Jim  Axderson,  Weiser,  Idaho 

wise'''^"''^  ^'^'^  *^  ^^^  ^^^'^^  Security  increased  dollar-wise  instead  of  percent- 

cre^oriSoZt'olh%:«fn'  "''  ""^''  '''''''''  ^"^^^^^  ^^  ^  ^^^^  -'  "^^^  '- 

mrmfh   i'nTL'  "'""^  f  f,'  *-^^  ""  "'''""^  ^"^^  -^^«  ^  10%  increase  means  $25  a 
month  increase  and  the  person  that  gets  $142  means  an   increase  of  $14 '>0 

T.'T.    ?  ^"".l  */'f  '''''"^  amount  for  a  loaf  of  bread  or  a  slab  of  bacon"  ' 

the  low  ilSome  peoife  """"  "'  '''  "'''""'"  "^'"^^  '''"^  "^^  ^"^  "  ^^^^^  ''^'^ 

miohf  ltvp"'«1''^nn'•"'^.^?^"'^  ^T  "''^^'''^  ^'^'^'^  ^^^'"^  ^^"<i^i"  ^^ ;  because  they 
H^nll,  ^1'^^?  '"  ^^"^  ^^"'^  *^^^  <:*^ey  *^ave  saved  over  the  vears  to  buy 

themselves  and  not  go  on  the  countv.  ^ 


Mrs.  Frank  S.  Mansfield,  Twin  Falls,  Idaho 
As  a  member  of  A.A.R.P.,  I  was  a  Volunteer  for  the  S.S.I.  Alert  Program 
S  dibbled     ''  ^''"''  *'""'  ''^'''  '''"  ""^'^^  "^  ^^^^  ^^"^  «'^  t'^'^  bl^"^^'  ^'deX 

fpp^Thn'f  fi'""  '^''^'''■^•''  ^^e  reluctant  to  even  discuss  the  Program,  because  thev 
teei  while  they  may  qualify  for  an  increase,  other  benefits  mav  be  cut  Their 
^"■^'nfw  Jr'V'^/r^"*  is  raised  with  the  S.S.  increases.  Some  pensions  are 
Sifri  iff  tlSn\?efore.  "    '  "''  '"''  "'  '^''"^  '"""""^^  '"  "^^  ^"^  "^^^  ^^^^ 

It  is  my  understand  that  $6,000,000  has  been  spent  to  find  those  people  eligible 
for  the  Supplemental  Income,  and  only  1/10  qualify  !  It  would  appear  that  this 
IS  a  very  costly  effort  with  meager  results.  Under  those  circumstances  is  a 
continuation  of  the  Program  justified?  »-um.>,i antes,   is  a 


Richard  J.  Holm,  Cascade,  Idaho 

Be  certain  death  report  is  certified  to  eliminate  computer  error  such  as  Mrs 
•leuKins. 

Provide  aid  for  the  thoroughly  disabled  in  some  fashion  so  thev  can  exist 
during  present  waiting  period  of  24  months  of  complete  disability  Medicaid 
and  iH^nJorSion. "'"'''''  '''''''*""'  ^^^^^^"«'^^'  '''■  ^^^P^^t  pride  of  "individual 

Put  tlirough  Ribicoff's  bill  or  a  like  ope  and  T  extend  mv  congratulations  on 
what  Senator  Church  has  accomplished  in  all  fields.  "  'uuutuons  on 
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Viola  Mitialow,  McCall,  Idaho 

We're  not  getting  enough  money  on  our  Social  Security  and  it  takes  all  my 
money  for  my  board  and  room  in  nursing  home. 


Bessie  B.  Erickson,  Twin  Falls,  Idaho 

In  Twin  Falls,  May  16,  I  had  some  questions  on  how  we  could  help  those 
whom  we  know  need  it.  So  many  times  we  can  look  around  in  our  own  neigh- 
borhood and  help  without  getting  tax  monies  involved.  Each  can  use  their  own 
talents.  Why  not  just  give  (free)  a  little  of  our  time  to  the  unfortunate?  I  am 
wondering  what  has  happened  to  the  '"Mobile  Teachers  Bill."  Some  time  ago  I 
•read  that  it  was  in  committee?  There  are  many  teachers  that  could  be  benefitted 
from  it.  I  know  that  you  are  working  for  the  passage  of  it. 

Our  non-working  neiglibor  with  substantial  income  from  stocks  and  bonds, 
interest,  and  mortgages  held,  receiving  full  S.S.  benefits  is  entitled  to  it.  He  has 
contributed  his  full  share  for  his  benefit.  Now,  as  to  Mr.  Burkhart's  view  on 
tlie  interest  of  money  on  savings,  monies  earned  from  stocks  and  bonds,  and 
from  rentals,  plus  interest  earned  from  mortgages,  being  or  having  a  S.S.  tax 
attached,  I  am  against  it,  since,  again,  the  elderly  pay  more  than  their  share. 


CoNJS^iE  Pluth,  Boise,  Idaho 

Question.  What  is  the  status  of  your  bill  S.2695  to  expand  Home  Health  care 
benefits  under  Medicare  to  include  start  up  monies  for  Home  Health  Agencies 
in  rural  areas ;  increase  the  number  of  I'  visits  per  year  to  200  up  from  100; 

and  to  provide  coverage  for  Homemaker  services? 

I  am  particularly  interested  in  coverage  for  Homemaker  services  as  I  am  the 
Director  of  a  private,  non-private  Homemaker  service  in  Boise  in  which  80% 
of  our  caseload  involves  the  elderly.  2/.3  of  whom  are  low-income  and  unable  to 
pay  for  services.  Tlie  Home  Health  Agency  with  the  Centi'al  District  Health 
Department  has  a  purchase  of  service  contract  with  our  agency  for  "Home 
Health  Aide"'  services  for  Medicare  (and  Veteran)  patients.  Yet.  as  you  are 
aware,  coverage  for  sucli  services  are  limited  because  they  must  be  physician- 
ordered  and  R.N.  supervised  throngli  a  certified  Home  Health  Agency.  Yet  as 
you  are  also  probably  aware,  following  testimony  from  Dr.  Ellen  Winston, 
Homemaker  and  Home  Health  Aide  services  do  not  substantially  differ  as  the 
general  move  aroimd  the  country  has  been  to  combine  these  two  paraprofes- 
sional  components  into  one  role  and  service. 


Mr.  &  Mrs.  William  L.  Heaps,  Filer,  Idaho 

I  would  like  to  know  why  SSI  took  off  our  payment  when  we  get  a  raise  in 
Social  Security.  I  was  suppo.sed  to  get  a  check  from  SSI  for  $81.40  and  get  a 
check  for  .$60.80  which  make  it  less  than  I  was  getting  on  DPA. 

My  remark  is  why  can't  they  do  something  about  the  Medicare  cards,  some- 
wiiy  make  them  of  plastic  so  they  can't  get  worn  out.  Mr.  Heaps  card  is  jiist 
aliout  worn  out.  I'm  pretty  sure  there  are  a  lot  of  Senior  Citizens  whose  Medi- 
care cards  are  worn  out.  I  hope  something  can  be  done  for  this  cau.se  they 
.spend  money  on  some  things  that  are  not  worth  spending,  hope  to  hear  some- 
tlihic  about  this. 

Thank  you. 


Eduxa  Grant,  .Jerome,  Idaho 

The  cheap  rates  on  transportation  on  tours  are  fine.  But  how  about  having 
discount  rates  on  buses  for  Senior  Citizens? 

Tlioro  are  many  who  have  children  to  visit  at  distances  rather  than  take 
tours.  T  made  at  least  nine  trips  from  here  to  Wasliington.  D.C.  Buses  give 
discount  to  neople  on  state  aid — why  not  to  all  Seniors  over  65  years?  Fare  is 
so  hi^h  I  did  not  go  this  year. 
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Clifford  J.  Carter,  Xampa,  Idaho 

In  Tonr  Twin  Falls,  state  conference  on  aging  May  16  «fc  17  nothing  was 
said  of  we  the  disabled  that  can't  work  &  supplement  our  small  pensions.  We 
were  unlucky  that  by  trying  to  save  for  old  age,  we  have  over  $2,000  in  the 
bank  for  emergencies.  True  social  security  pays  $250  for  burial  expenses.  The 
railrod  pension  gives  none.  I  pay  the  union  50  cents  a  month  for  a  $300  burial 
fund.  Neither  the  $250  or  the  $300  will  in  any  way  pay  burial  expenses  for 
either  of  us.  Instead  of  trying  to  help  the  retired  that  can  work  &.  supplement 
his  pension  or  the  fellow  that  works  at  a  low  paid  job  &  supplementing  his 
salary,  please  think  of  we  the  disabled,  especially  those  of  us  that  can't  work 
&  thus  help  him  or  her  self.  Ten  years  ago  .lune  4  64  I  had  to  retire  after  three 
years  of  sickness.  I  can  not  work,  eight  years  ago  my  wife  also  had  to  retire  on 
disability  &  can  not  work  either.  Thus  there  are  many  of  us  that  can't  work  to 
supplement  his  pension  &  could  use  help.  I  lacked  8  years  to  build  my  pension 
to  a  full  pension,  my  wife  6  years.  Retiring  disabled  only  means  a  smaller  pen- 
sion and  more  bills. 

(1)  You  (the  government)  supplement  workers  on  strike,  they  have  a  job,  so 
food  stamps  ;  we  disabled  who  can't  work,  no  food  stamps. 

(2)  The  government  supplements  those  on  relief  that  can  work  by  paying  their 
rent  etc.  We  disabled  keep  paying  taxes,  mostly  property  taxes,  but  they  keep 
going  higher  each  year. 

*3)  The  government,  you  educate  &  lind  jobs  for  the  healthy  on  relief,  we  are 
disabled  &  can't,  thus  forgotten  again. 

Need  I  go  on.  you  know  of  all  the  help  that  is  given  out  to  all  classes  of 
people  but  again  the  disabled  forgotten. 

I  tried  for  years  to  get  the  disabled  on  medicare.  In  my  65  year  they  finally 
passed  the  Itiil  that  was  first  brought  up  in  INIay  26  1966  by  Rep.  John  Hansen 
of  the  7th  district  of  Iowa.  Bill  H.R.  151<Sr).  The  bill  died  in  limbo.  Hansen  was 
defeated  that  year.  The  bill  finally  passed.  Thank  God.  people  that  needed  it  can 
use  it  now.  Now  I  am  trying  for  help  for  the  disabled.  So  I  am  asking  you  to 
put  this  matter  one  of  the  first  on  your  agenda.  Not  all  the  disabled  can't  work 
tis  true  but  the  Doctor  does  know,  &  a  statement  from  him  can  tell. 


Derbie  Whisler.  Carol  Hoopes.  ;Mrs.  Roy  Deavtla.  Mrs.  Fitzgerald,  Eugenia 
Browning.  Ruth  Bellegante,  Terri  Willson,  Pocatello,  Idaho  ;  and  Kelly 
B.   CoBio,  Riverat:ew,   Idaho 

Dear  Sir  :  Not  too  long  ago  T  heard  about  some  ti-ouble  that  a  local  lady  had 
with  the  Social  Security  olfices  in  tliis  area.  It  seems  that  due  to  a  "computer 
error"  she  was  listed  as  deceased,  and  was  not  able  to  receive  her  pension  for 
several  months.  Luckily,  she  had  family  and  friends  who  were  able  to  help  her 
until  the  matter  was  straightened  out.  Two  things  about  this  story  prompted 
me  to  write.  First,  this  lady  had  to  appeal  to  State  leaders  for  help;  secondly, 
she  was  treated  rudely  by  the  Social  Security  personnel. 

We  are  all  taxpayers  and  voters.  T.  for  one.  don't  mind  paying  taxes  so  much 
ns  long  a'^  I  know  that  the  money  is  being  used  properly,  to  help  those  it  was 
intended  to  help.  Situations  like  the  one  mentioned  above  show  us  that  we  need 
something  done  within  the  system  to  solve  these  kinds  of  problems.  Nnturally 
errors  are  bound  to  hannen  sometimes,  but  why  should  innocent  people  have  to 
suffer  for  an  error  made  by  an  agency  computer  or  a  nerson  in  the  office? 

Perhaps  we  need  snnip  changes  in  the  svstem.  perhaps  some  kind  of  allow- 
ance to  cover  tbe«e  kind«  of  emergencies.  It's  imperative  that  action  be  taken 
now,  because  I,  for  one.  don't  look  forward  to  the  same  thing  forty  years  from 
now. 
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Mark  Warner,  Boise,  Idaho;  Mike  Bullock,  Salmon,  Idaho;  Cathie  Gall, 
Diane  Simison,  Lorraine  Mecham,  Linda  Wiggins,  Latisha  Watson,  Lucille 
Pierce.  Imaretta  F.  Reynolds,  Pocatello,  Idaho 

Dear  Sir  :  I  recently  read  in  the  papers  about  a  Mrs.  Blenda  Jenkins,  wlio  got 
into  trouble  with  the  Social  Security  System,  and  received  no  money  for  several 
months.  Eventually,  with  the  aid  of  some  family  members  and  friends,  Mrs. 
Jenkin«  was  able  to  get  help.  In  spite  of  the  lucky  ending  of  this  story,  perhaps 
not  everyone  in  this  country  is  so  fortunate. 

We  need  some  help  in  seeing  that  tliis  sort  of  thing  won't  happen  again.  The 
answer  is  not  in  an  impersonal  computer,  but  in  the  Social  Security  System. 
We  need  someone  to  turn  to  for  aid  in  case  of  an  emergency,  and  people  who 
are  able  to  help  us  until  the  situation  can  be  remedied. 

We  need  to  find  solutions  to  these  problems  now,  because  sooner  or  later 
each  of  us  will  be  too  old  or  sick  to  work  and  will  need  to  depend  on  others  for 
our  living.  If  we  finish  the  .iob  begun  by  Mrs.  Jenkins,  maybe  we  won't  have  to 
face  it  when  we  are  too  old  to  help  it. 


Ruth  P.  Hudson,  Idaho  Falls,  Idaho 

lie :  Leona  P.  Owen. 

Due  to  a  computer  error,  we  were  told  by  the  Idaho  Falls  Social  Security 
OflBce,  the  above-named  person  received  no  checks  until  after  I  contacted  Sena- 
tor Frank  Church.  Letters  of  which  he  will  have  ou  file  are  in  his  office,  both 
in  Pocatello  and  Washington,  D.C. 

I>eona  Owen  at  this  date  is  receiving  her  checks  with  two  addresses,  addressed 
to  L.  Owen  and  with  the  wrong  social  security  number.  This  leaves  one  "holding 
his  l)reath"  waiting  for  them  to  stop  altogether  again. 

I  wonder  if  the  employees  of  our  Government  were  faced  with  such  a  situa- 
tion— the  ones  who  are  responsible  for  these  errors — would  they  get  on  the  ball 
and  get  this  whole  mess  straightened  out.  I'll  bet  they  would  if  their  livelihood 
depended  on  it. 
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FUTURE  DIRECTIONS  IN  SOCIAL  SECURITY 


MONDAY,  JULY  15,   1974 

U.S.  Senate, 
Special  Committee  on  Aging, 

Washington^  D.C. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1318, 
Dirksen  Senate  Office  Building,  Hon.  Frank  Church,  chairman, 
presiding. 

Present :  Senators  Church,  Fong,  and  Brock. 

Also  present :  David  A.  Affeldt,  chief  comisel ;  Val  J.  Halamandaris, 
associate  counsel;  Deborah  Kilmer,  professional  staff  member;  Jolin 
Guy  Miller,  minority  staff  director ;  Robert  ]M.  M.  Seto,  minority  coun- 
sel; Margaret  Faye,  mmority  staff  member;  Gerald  Strickler,  printing 
assistant;  Dorothy  McCamman  and  Herman  Brotman,  consultants; 
and  Yvonne  McCoy  and  Joan  Merrigan,  clerks. 

OPENING  STATEMENT  BY  SENATOR  FRANK  CHURCH,  CHAIRMAN 

Senator  Church.  The  hearing  will  please  come  to  order.  ^^ 

To  continue  its  hearings  on  "Future  Directions  in  Social  Security, 
the  Committee  on  Aging  will  for  the  next  2  days  focus  on  the  new 
Supplemental  Security  Income  (SSI)  program. 

SSI.  as  it  is  commonly  called,  is  a  federally  administered  program 
operated  through  the  Social  Security  Administration.  And  believe  nie, 
it  has  been  a  big  responsibility.  Names  of  all  those  who  had  been  on  the 
old-age  assistance,  blind,  and  disabled  rolls  under  State  welfare  pro- 
grams have  been  transferred  to  the  computer  system  in  Baltimore. 
Efforts  to  make  certain  that  the  gold-colored  checks  are  actually  re- 
ceived by  the  eligible  beneficiary  have  been  intense  and  many  over- 
time hours  have  lieen  logged  by  Social  Security  personnel  m  Balti- 
more and  in  district  offices  all  over  the  country.  I  would  like  to  extend 
my  personal  thanks  to  these  people  for  their  outstanding  endeavors. 
The  reputation  for  service  attributed  to  the  Social  Security  Adminis- 
tration over  the  years  continues  to  grow. 

When  Congress  enacted  the  SSI  program  in  1972,  it  created  tor  the 
first  time  a  "guaranteed  income"  or  national  floor  level  for  those  aged, 
blind,  and  disabled  in  this  country.  For  some  States  this  resulted  m  a 
noticeable  increase  in  assistance  levels,  while  in  others  it  fell  below 
prior  standards.  Built  into  the  law  was  a  mechanism  which  allowed  a 
State  to  supplement  the  Federal  benefit  to  a  level  equal  to  or  greater 
than  what  had  been  the  previous  level  of  assistance.  Therefore,  a  recip- 
ient was  guaranteed  to  receive  at  least  the  amount  of  assistance  he  was 
receiving  in  December  of  1973.  But  over  the  last  few  months  I  have 
observed  that  to  guarantee  an  income  to  needy  individuals  is  super- 
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ficial  unless  adjustments  can  be  made  to  assure  the  individuals  of  suffi- 
cient assistance  to  combat  inflation.  I'm  glad  that  the  original  levels  of 
$130  and  $195  have  been  raised  to  $146  and  $219,  effective  tliis  month, 
but  SSI  still  does  not  meet  everyday  needs. 

My  concern  was  echoed  by  several  witnesses  at  a  hearing  in  Idaho. 
I  was  told  by  one  witness  that  ''the  basic  flaw  of  SSI  lies  in  its 
ineffectiveness  to  provide  purchasing  power  to  the  elderly  consumer, 
since  .  .  .  inflation  has  eroded  its  intent." 

Benefits  Eaten  Away  by  Inflation 

I  couldn't  have  agreed  more  with  this  comment.  Over  the  years, 
many  new^  programs  have  been  adopted  to  meet  the  needs  of  the 
elderly.  But,  unfortunately,  the  beneflts  have  been  eaten  away  by  the 
near  unprecedented  inflation  during  the  past  few  years.  For  tlijs 
reason,  I  haA^e  sponsored  Icgishition  which  would  install  a  cost-of- 
living  adjustment  mechanism  in  the  SSI  program,  identical  to  the 
adjustor  in  the  Social  Security  system.* 

Another  disturbing  factor  about  this  new  program  which  became 
quite  evident  to  nie  during  our  Idaho  hearing  is  the  low  number  of 
persons  enrolled  in  the  program,  largely  because  of  restrictive  income 
and  assets  limitations.  I  was  astonished  to  find  that  only  1  out  of  10 
of  those  persons  reached  in  my  home  State  were  found  to  be  eligible 
for  tlie  program.  Because  of  such  limited  assets  as  insurance  policies 
and  lifetime  savings,  many  individuals  were  found  to  be  ineligible  for 
a  program  of  which  they  were  in  great  need. 

]\rany  of  tlie  severely  restrictive  limitations  of  both  the  law  and 
regulations  governing  this  new  program  should  be  given  careful  study 
as  to  the  degree  of  their  rostrirtiveness  and  effectiveness  in  meeting 
the  needs  of  those  blind,  disabled,  and  aged.  A  program  designed  to 
reduce  poverty  among  our  needy  poor  should  have  greater  influence 
in  serving  those  who  qualify  under  its  standards.  I  supported  the  SSI 
program  from  the  start  because  I  felt  it  was  an  improvement  over  the 
old-age  assistance  program  which  often  failed  on  a  State-by-State 
basis  to  bring  the  recipients  above  the  poverty  level  standard  of  living. 

INIany  elderly  failed  to  utilize  old-age  assistance  because  they  asso- 
ciated the  program  with  welfare  and  refused  to  accept  "charity." 
However,  the  elderly's  trust  and  familiarity  with  the  Social  Security 
Administration  is  a  major  asset  of  SSI.  Hopefully  this  will  overcome 
the  negative  connotations  of  the  prior  assistance  programs. 

Even  though  the  new  program  is  administered  by  the  Social  Se- 
curity Administration,  I  would  like  to  again  stress  that  it  is  separate 
and  distinct  from  the  social  insurance  program  which  has  been  sup- 
ported by  the  payroll  tax  since  its  implementation.  SSI  is  financed 
through  general  revenue  and,  as  stressed  by  the  Senate  Finance  Com- 
mittee's report  on  SSI,  there  is  no  intent  to  "merge  the  Supplemental 
Security  Income  program  with  the  existing  Social  Security  program." 
SSI  will  remain  fiscally  separate  from  the  Social  Security  program, 
as  well  as  having  separate  applications,  checks,  and  requirements. 
There  has  been  some  misunderstanding  and  concern  that  the  two  may 
be  fused  together  fiscally.  I  would  like  to  emphasize  that  I  personally 
do  not  want  those  who  have  contributed  during  their  working 
years  to  their  own  Social  Security  benefits  to  fear  that  thev  will  be 
"supporting"  those  who  might  qualify  for  the  SSI  benefits.  The  fun- 

♦Enacted  into  law  as  P.L.  93-368,  August  7. 1974. 
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damental  focus  and  standards  of  the  Social  Security  system  have  not 
been  disrupted  by  the  placement  of  the  SSI  program  m  the  agency 
administering  Social  Security.  Several  Social  Security  officials  in 
Idaho  have  emphasized  that  the  SSI  program  should  be  fiscally  sepa- 
rate from  the  present  Social  Security  Administration.  I  am  m  fidl 
agreement  with  this  position. 

Another  priority  request  is  to  provide  the  Social  Security  Ad- 
ministration with  sufficient  staff  to  meet  their  added  responsibilities. 
I  have  heard  numerous  reports  about  Social  Security  employees  who 
must  work  late  hours  and  weekends  to  keep  up  with  their  increased 
workload.  This  disturbs  me  because  such  hectic  work  conditions  can 
seriously  impair  the  efficiency  in  processing  SSI  applications.  I  plan 
to  explore  with  the  administration  the  effects  and  needs  for  additional 
staff.  By  all  standards,  the  Social  Security  Administration— given 
such  demanding  new  responsibilities — should  be  given  sufficient  man- 
power and  funds  to  meet  their  needs.  It  would  be  damaging  to  both 
programs,  SSI  and  social  security,  to  refuse  the  agency  such  a  reason- 
able requirement. 

As  a  new  program,  SSI  has  already  encountered  administrative 
and  other  problems.  During  our  hearings  we  will  look  at  some  of  these 
problems  and  hear  from  knowledgeable  witnesses  about  many  of  the 
good  and  bad  points  of  the  program. 

Senator  Edward  Brooke,  a  member  of  this  committee,  could  not 
attend  today's  hearing  because  of  a  previous  commitment.  However, 
he  has  submitted  a  statement  for  the  record,  and,  without  objection,  it 
will  be  inserted  now. 

STATEMENT  OF  SENATOR  EDWARD  W.  BROOKE 

I  am  pleased  to  submit  this  statement  to  this  distinguished  com- 
mittee, to  discuss  tlie  new  Supplemental  Security  Income  program- 
SSI.  ^     . 

It  has  been  8  months  since  the  SSI  program  went  into  effect.  During 
this  period  we  have  been  able  to  obsen^e  many  positive  aspects  as  well 
as  many  deficiencies  in  the  program.  I  feel  that  now  is  an  appropriate 
time  to  sit  back  and  objectively  view  the  program  and  most  impor- 
tantly to  propose  ways  of  dealing  with  the  problems  that  have  been 
identified. 

It  was  anticipated  that  SSI  would  be  a  giant  step  toward  improv- 
ing our  systems  of  aiding  the  poor.  The  SSI  program  created  a 
"guaranteed  income"  or  national  floor  level  for  the  aged,  blind,  and 
disabled— $146  per  month  for  an  individual  and  $219  per  month 
for  a  couple.  Previously,  the  States  set  their  own  minimum  which 
resulted  in  wide  variations  among  the  States.  Because  income  limita- 
tions as  well  as  various  other  eligibility  rules  are  more  liberal  under 
SSI  than  they  were  under  the  former  programs,  many  more  people 
are  eligible  for  SSI  and  will  have  higher  benefits  mider  SSI  than 
under  the  old  public  assistance  programs.  The  Social  Security  Ad- 
ministration has  estimated  that  by  the  end  of  fiscal  year  1975,  5.6 
million  SSI  recipients  will  be  on  the  rolls.  Thjs  is  approximately 
2.6  million  more  people  than  were  on  the  State  public  assistance  rolls 
in  December  1978. 

In  October  1973,  the  average  old  age  assistance  payment  was  $78.65 
per  month:  the  average  aid  to  the  blind  payment  was  $112.37  per 
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month;  and  the  average  monthly  disability  payment  was  $111.03. 
During  January  1974,  the  average  Federal  SSI  payment  awarded 
to  all  SSI  beneficiaries  was  $88.01.  Federal  payments  to  the  blind  and 
disabled  were  substantially  higher  than  those  to  the  aged,  with  na- 
tional averages  of  $105.04  per  month  for  the  blind,  and  $106.05  per 
month  for  the  disabled,  as  compared  with  $75.54  for  the  aged.  These 
amounts  reflect  the  maximum  payment  level  in  effect  when  the  first 
checks  went  out  in  January.  Since  that  time  the  benefits  have  been 
increased  twice.  It  should  also  be  noted  that  the  States  were  required 
to  make  supplementary  payments  to  all  December  1973  recipients 
who  received  higher  payments  under  the  old  State  administered  pro- 
gram, in  order  to  prevent  a  reduction  in  income  under  SSI. 

In  26  States,  Federal  payments  to  the  aged  and  the  blind  are 
higher  than  the  previous  OAA  and  AB  payments.  The  same  is  true 
for  payments  to  the  disabled  in  29  States. 

34  States  Provide  Optioxal  Supplementary  Payment 

In  addition,  34  States  are  currently  providing  an  optional  supple- 
mentary payment.  The  average  amount  of  federally  administered 
State  supplementation  for  all  persons  receiving  such  payments  was 
$70.93  in  January.  With  three  exceptions  (all  in  payments  to  the 
blind)  the  average  combined  Federal  and  State  payments  nationwide 
under  SSI  are  liigher  than  those  under  the  former  programs. 

This  is  encouraging  news,  but  unfortunately  we  find  that  we  cannot 
be  satisfied  yet. 

On  an  immediate  level  many,  many  SSI  recipients  suffered  when 
benefit  programs  were  switched  to  a  Federal  program. 

There  was  much  confusion  and  too  many  instances  of  delayed  and 
late  benefit  payments.  These  absent  checks  were  especially  tragic  be- 
cause the  old  and  disabled  often  liave  no  other  sources  of  income.  SSI 
recipients  must  not  be  made  to  suffer  further  because  of  bureaucratic 
delays  or  computer  mistakes.  I  am  cosponsoring  S.  3649,  the  Social 
Security  and  SSI  Recipients  Fairness  Act  of  1974.  This  bill  provides 
for  the  speedy  replacements  of  lost,  stolen,  or  delayed  benefit  checks 
and  for  the  reform  of  the  disability  insurance  appeals  process.  S.  3649 
would  provide  for  the  replacement  of  any  check  dela^-ed  or  lost  for  72 
hours  within  24  hours.  S.  3649  also  provides  that  any  disability  appeal 
more  than  110  days  old  through  administrative,  not  recipient's,  failure 
would  be  eligible  for  payment  beginning  on  tlie  111th  day  and  lasting 
until  the  appeal  had  been  acted  upon. 

But  we  must  look  beyond  simply  correcting  present  bureaucratic 
difficulties.  Skyrocketing  inflation  has  had  an  extremely  deleterious 
effect  on  the  elderly.  While  we  may  be  pleased  that  most  elderly,  blind, 
and  disabled  are  better  off  now  than  they  were  last  year,  we  cannot  be 
pleased  that  the  SSI  income  levels  are  below  the  poverty  income  levels. 
SSI  benefits  should  certainly  be  raised  above  the  poverty  threshold. 
One  way  to  start  dealing  with  this  problem  is  to  immediately  raise  the 
benefit  levels  by  more  than  the  cost  of  living  and  then  in  the  future 
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to  provide  automatic  cost-ot-living  increases.  I  urge  immediate  enact- 
ment of  such  legislation. 

Another  very  distressing  factor  about  SSI  is  the  low  number  j3f 
people  who  have  come  on  the  SSI  rolls  since  January.  In  June  1974, 
3.583,894  persons  were  on  the  rolls.  Three  million  of  these  i^eople 
were  converted  from  the  State  rolls  on  January  1,  1974.  According  to 
the  Social  Security  Administration  there  are  approximate!}^  7  million 
eligible  persons.  I  believe  that  some  effective  means  of  making  poten- 
tial recipients  aware  of  these  benefits  must  be  instituted  immediately. 

]\L\XT  SSI  Eecipients  Eecer-e  Less  Ixcome 

Another  area  that  has  caused  significant  problems  is  the  calculation 
of  countable  income  for  persons  residing  in  institutions.  Under  current 
procedures,  the  value  of  support  and  maintenance  in  an  institution  is 
considered  to  be  unearned  income  to  the  individual  unless  he  is  paying 
for  it.  As  a  result,  numerous  SSI  recipients  now  receive  less  income 
than  before  SSI  went  into  effect.  In  addition,  this  interpretation  has 
seriously  impaired  the  ability  of  nonprofit  retirement  institutions  to 
provide  good  medical  care  for  needy  individuals.  I  recommend  that 
legislation  be  enacted  which  would  require  that  the  value  of  support 
and  maintenance  furnished  an  individual  by  a  nonprofit  retirement 
home  be  excluded  as  income  for  determining  eligibility  for  SSI. 

As  a  result  of  the  enactment  of  Public  Law  93-335,  enacted  July  8, 
1974,  SSI  recipients  in  all  but  five  States,  including  my  own  State  of 
Massachusetts,  are  eligible  for  food  stamps  until  July  1.  1975.  At  that 
time,  the  current  provisions  of  Public  Law  93-335  expire  and  only  a 
portion  of  the  SSI  population  will  be  eligible  for  food  stamps.  I  hope 
that  by  the  time  July  1, 1975,  arrives,  we  will  have  carefully  studied  the 
relationship  of  the  food  stamp  program  to  the  SSI  program  and  will 
have  come  up  with  an  equitable  solution. 

I  am  certain  that  there  afe  many  other  problem  areas  in  the  SSI 
program.  Some  of  these  I  have  heard  about  from  my  constituents, 
others  I  will  hear  about  for  the  first  time  from  some  of  the  able  wit- 
nesses appearing  before  this  committee.  All  of  these  problems  are 
significant.  I  trust  that  this  committee  will  carefully  study  these  areas 
and  will  recommend  corrective  legislation. 

Senator  Church.  We  will  begin  today  by  hearing  from  a  panel  of 
administration  witnesses  who  have  responsibility  for  the  implementa- 
tion of  the  SSI  program  and  many  of  its  related  services. 

I  would  especially  like  to  commend  (Commissioner  Cardwell  for  his 
endeavor  on  behalf  of  this  new  program.  He  has  been  appointed  to  his 
present  position  in  the  last  year.  With  the  implementation  of  SSI,  you 
have  had  considerable  influence  in  directing  the  program.  You  are  to 
be  complimented  for  your  dedicated  efforts.  I  look  forward  to  your 
testimony  and  that  of  the  other  administration  representatives. 

We  will  begin  this  morning  by  hearing  from  Commissioner  Card- 
well,  and.  Commissioner,  j'ou  might  identify  your  associates  on  the 
panel  for  the  record.  Each  and  all  of  you,  we  want  to  give  you  a  cordial 
welcome. 
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STATEMENT  OF  HON.  JAMES  B.  CARDWELL,  COMMISSIONER,  SOCIAL 
SECURITY  ADMINISTRATION;  ACCOMPANIED  BY  KEITH  WEIKEL, 
SOCIAL  AND  REHABILITATION  SERVICE;  JOHN  C.  YOUNG,  COM- 
MISSIONER, COMMUNITY  SERVICES  ADMINISTRATION,  SRS; 
HON.  ARTHUR  S.  FLEMMING,  COMMISSIONER,  ADMINISTRATION 
ON  AGING;  AND  JAMES  SPRINGFIELD,  DEPUTY  ADMINISTRATOR, 
FOOD  AND  NUTRITION  SERVICE,  DEPARTMENT  OF  AGRICULTURE 

Mr.  Cardwell.  Tliank  you,  Mr.  Cliairman.  To  my  far  left  is  Keith 
Weikel,  who  is  representing-  the  Social  and  Rehabilitation  Service,  to 
back  up  ray  testimony  and  to  talk  about  interchange  between  Medicaid 
and  SSL  ^ 

To  my  immediate  left  is  John  C.  Young,  who  is  the  Commissioner 
of  r])e  Community  Services  Administration,  again  witliin  the  Social 
and  Rehabilitation  Service,  and  he  is  prepared  to  back  me  up  when 
we  talk  about  interchange  with  social  services. 

To  my  immediate  right  is  someone  well  known  to  this  committee, 
Dr.  Arthur  Flemming,  Commissioner.  Administration  on  Aging,  and 
to  his  right  is  James  Springfield,  who  is  Deputy  Administrator  of 
the  Food  and  Nutrition  Service  of  the  Department  of  Agriculture,  and 
he  is  prepared  to  discuss,  to  the  extent  the  committee  wishes  to  dis- 
cuss, the  subject  of  food  stamps  and  SSL 

If  you  will,  I  have  a  prepared  statement — it  will  take  about  30 
minutes  to  read.  With  your  indulgence,  I  will  propose  to  do  that. 

I  would  stai't  out  by  saying  though  that  I  think  your  own  statement 
provides  a  good  background,  a  good  backdrop  for  the  discussion 
that  we  would  like  to  enteitain  this  morning. 

I  want  to  thank  the  committee  for  the  opportunity  to  be  here  today 
to  talk  to  you  about  the  Supplemental  Security  Income  program.  I 
know  that  the  members  of  this  committee,  as  well  as  the  other  members 
of  the  Congress,  are  particularly  concerned  and  interested  in  our 
progress  and  the  problems  we  have  encountered  in  SSI  after  the  first 
6  months  of  operations.  We  have  made  progress — and  we  have  en- 
countered our  share  of  problenis,  as  might  be  expected  in  this  initial 
Federal  venture  aimed  at  providing  a  uiinimum  level  of  income  for 
the  aged,  blind,  and  disabled. 

Federal  and  State  Payments  Total  $385  Million 

A  few  weeks  ago,  on  July  1.  Federal  SSI  checks  were  delivered  to 
just  over  3.5  million  persons.  This  figure  includes  about  650,000  newly 
eligible  recipients,  as  well  as  the  nearly  3  million  persons  still  eligible 
from  among  those  converted  from  the  State  rolls  on  January  1,  1974. 
In  terms  of  money,  the  July  t^ayments  total  some  $385  million  in 
Federal  and  State  funds. 

In  the  first  6  months  of  the  program,  our  district  offices  received 
ly^  million  new  claims.  One  million  liave  been  fully  processed,  result- 
ing in  payment  awards  in  about  two-thirds  of  the  cases  and  a  finding 
of  ineligibility  in  about  one-third.  New  claims  continue  to  be  filed  at 
the  rate  of  over  150,000  per  month.  Of  the  half-million  cases  in  process, 
the  majority  are  disability  cases  that  require  medical  determination 
and  review  in  State  agencies. 
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This  is  where  we  stand  now.  Is  it  where  we  should  be?  Where  are 
we  going  from  here  ?  What  problems  have  we  encountered,  and  what 
problems  remain  to  be  solved  ?  These  are  the  questions  which,  with  your 
permission,  I  would  like  to  focus  on  in  my  testimony  today. 

In  order  to  answer  those  questions  in  an  understandable  manner,  I 
think  it's  necessary  to  provide  a  brief  indication  of  how  the  Supple- 
mental Security  Income  program  has  evolved  since  its  enactment  in 
October  1972,  and  what  has  happened  since  Federal  administration 
of  the  program  began  on  January  1, 1974. 

Philosophically,  SSI  started  out  as  a  simple,  straightforward  con- 
cept. It  was  conceived  as  a  more  efficient  and  uniform  substitute  for 
the  State  and  locally  administered  programs  of  aid  to  the  aged,  blind, 
and  disabled,  many  of  which  were  based  on  variable,  complex  and 
somewhat  subjective  determinations  of  what  each  particular  individ- 
ual's financial  needs  might  be,  tampered  by  willingness  or  ability  to  pay 
for  these  needs.  The  concept  of  the  new  Federal  program  was  to  create 
a  nationally  uniform  flat  grant  system  which  employed  simplified, 
objective  tests  of  eligibility,  income,  resources,  and  living  arrange- 
ments. 

From  the  beginning,  the  States,  at  their  option,  could  supplement 
the  Federal  minimum  income  level  to  take  into  account  higher  local 
costs  and  particular  individualized  needs  that  they  wished  to  recog- 
nize. If  they  clio.-e  to  ha\'e  the  Federal  Government  adinini^ter  their 
optional  supplements,  they  were,  subject  to  certain  limitations,  pro- 
tected from  having  to  spend  more  than  they  did  under  the  previous 
State-adjninistered  program. 

Senator  Church.  At  this  point,  may  I  inquire  as  to  how  many 
States  had  been  making  payments  of  a  higher  level  than  those  author- 
ized under  the  SSI  program  ?  Of  those  States,  how  many  avail  them- 
selves of  the  option  ? 

Mr.  Card  WELL.  About  five. 

Senator  Ciiukcii.  And  how  many  did  not? 

Mr.  Cardwell.  About  14. 

Senator  Church.  So  that  in  those  14  States,  the  recipients  under 
SSI  are  now  actually  receiving  less  ? 

]Mr.  Cardwell.  Oh,  no,  sir :  I  misunderstood  your  question.  I  thought 
your  question  had  to  do  with  those  States  that  had  benefited  from 
Ihe  hold-harmless  provision  undoi-  which  they  were  protected  against 
increased  benefit  costs  because  of  increased  caseloads.  I  thought  that 
was  the  question. 

Half  of  States  Payixg  at  Higher  Lemsls 

In  terms  of  States  that  are  paying  an  aggregate  level  higher  than 
the  Federal  minimum,  I  would  say  about  half  the  States  are  paying  at 
levels  higher  than  the  Federal  minimum. 

Senator  Church.  Those  that  are  paying  higher  than  the  Federal 
minimum,  how  many  did  avail  themselves  of  the  option  of  supplement- 
ing the  payment,  the  Federal  payment  ? 

Mr.  Cardwell.  Nineteen. 

Senator  Church.  Nineteen.  Now,  to  get  to  my  question,  that  would 
mean  that  there  are  how  many  States  where  SSI  recipients  were  actual- 
ly getting  less  than  they  had  previously  gotten 
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Mr.  Cardwell.  There's  no  State  where  an  individual  would  receive 
less  than  he  received  under  the  old  program.  There  are  a  significant 
number  of  States  where  the  payment  level 

Senator  Church.  Because  of  the  same  hold-harmless  provision  of 
the  law? 

Mr.  CARDWEI.L.  And  because  of  the  minimum  floor.  The  minimum 
floor  had  the  eft'ect  of  raising  benefits  for  a  number  of  States. 

I  would  suggest  at  this  point,  in  order  to  be  sure  that  the  data  are 
correct,  that  we  put  in  the  record  a  summary  of  which  States  took 
advantage  of  the  hold-harmless  provision,  the  total  number  of  States 
that  supplemented  an  amount  which  together  with  the  Federal  benefit 
would  have  increased  the  payment  level  above  the  $146  and  the  $219, 
and  the  number  of  States  in  w^hich  people  are  being  supported  only  to 
the  Federal  base  level  of  $146  and  $219. 

Senator  Church.  All  right,  would  you  submit  all  of  that  data, 
assuming  you  have  the  complete  picture.* 

Senator  Foxg.  Mr.  Cardwell,  you  say  in  July  your  payments  were 
$385  million  in  Federal  and  State  funds.  Now,"  how  do  you  break 
that  down  ? 

Mr.  Cardwell.  It's  about  three-fourths  Federal  and  one-fourth 
State. 

Senator  Foxg.  Three-fourths  Federal  would  be  the  minimum  paid? 
That's  the  Federal  minimum  ? 

]Mr.  Cardwell.  Yes.  It's  the  payment  by  the  Federal  Government  on 
behalf  of  each  of  the  recipients  to  raise" them  to  the  minimum  level. 

Senator  Foxg.  So  regardless  of  what  State  he  is  in,  the  Federal 
Government  pays  a  certain  amount,  is  that  correct  ? 

Mr.  Cardwell.  Yes,  sir. 

Senator  Foxg.  That  is  the  minimum  ? 

Mr.  Cardwell.  Yes,  sir. 

Senator  Foxg.  The  States,  they  would  supplement  that  over  and 
above  that? 

Mr.  Cardwell.  Yes,  sir. 

Senator  Foxg.  Up  to  $385  million— three-fourths  of  that  came  from 
the  Federal  Government  ? 

Axnual  Projected  Total  of  $4.6  Billiox 

Mr.  Cardwell.  Yes,  and  that  projected  on  an  annual  basis,  that 
would  total  about  $4.6  billion  a  year,  and  we  expect  the  total  cost  will 
go  up  as  the  number  of  beneficiaries  goes  up  in  the  period  ahead. 

Just  joinins:  me  at  the  table,  gentlemen,  is  Sumner  ^Vliittier  who 
is  the  Director  of  the  Bureau  of  Supplemental  Security  Income  of  the 
Social  Security  Administration.  He  is  charged  with  the  general 
direction  of  the  program  from  within  SS A. 

Senator  Fong.  You  anticipate  that  the  Federal  payment  will  be 
$4.6  billion? 

Mr.  Cardw^ell.  No,  sir,  that  would  be  the  combined  payment,  pro- 
jected on  the  basis  of  July's  payments,  w^hich  would  be  $4.6  billion.  At 
the  end  of  this  fiscal  year  we  think  the  total  payment  in  the  aggreg;ate 
will  exceed  $5  billion,  of  which  the  Federal  Government  will  be  paying 
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something  slightly  under  $4  billion  and  the  States,  slightly  over  $1 
billion. 

Senator  Fong.  Wlien  do  you  think  you  will  level  off  ? 

Mr.  CARD^\^ELL.  Well,  that's  been  one  of  the  most  difficult  questions 
for  us  to  deal  with.  We  started  out,  if  the  chairman  will  permit  me  to 
give  you  a  little  background  about  this  matter  of  estimating  SSI  case- 
load— I  think  it  is  something  this  committee  is  interested  in — the 
original  estimate  was  drawn  up  almost  2  years  ago,  and  it  was  drawn 
up  from  some  very  tenuous  sort  of  data. 

We  had  good  census  sources  on  persons  by  age,  persons  by  age  and 
income,  but  the  data  fail  often  in  quality  when  we  start  counting  the 
disabled  and  relating  their  income,  and  when  we  start  trying  to  count 
disabled  children.  The  latter  have  been  very  difficult  to  count,  based  on 
available  information. 

Then  the  matter  of  assets  and  other  resources  also  is  a  complexity, 
but  to  make  a  long  story  short,  an  estimate  was  drawn  up  at  that  time 
and  presented  to  the  Congress  while  it  was  deliberating  and  formulat- 
ing a  program,  which  said  there  were  about  7  million  persons  in  the 
total  population  who  would  be  eligible,  considering  at  that  time  a  $130 
individual  level,  and  $195  couple  level,  and  the  estimate  also  made  in- 
cluded a  participation  rate  adjustment,  and  it  said  that  of  that  number, 
probably  about  1  million,  or  10  percent  of  the  total,  would  not  choose 
to  participate  even  though  they  were  eligible,  partly  because  the  dif- 
ference would  be  a  marginal  difference  to  their  benefit,  and  partly  be- 
cause they  did  not  want  to  participate,  due  possibly,  to  the  fear  that 
some  stigma  may  have  carried  over  from  the  former  welfare  programs. 

Anyway,  the  estimate  then  said  there  Avould  be  a  net  of  6.3  million 
people  enrolled  in  the  progi^am,  given  the  population  as  it  existed  then, 
the  benefit  level  that  was  originally  proposed,  and  the  income  and  re- 
source test  as  had  been  anticipated. 

Three  million  of  those  people  were  already  on  the  State  rolls,  so  the 
estimate  was  that  over  3  million  new  people  would  participate  in  the 
program. 

As  it  has  turned  out,  as  I  just  reported,  the  3  million  persons  on  the 
State  rolls  turned  out  to  be  a  good  estimate,  and  that's  the  approximate 
number  we  converted,  but  so  far  we  have  only  received  claims  for  about 
114  million  persons,  whereas  the  original  estimate  said  that  by  this 
time,  we  would  have  over  3  million  new  recipients. 

Participation  Rate  Lower  Than  Anticipated 

We  have  now  revised  our  participation  estimates  down,  and  predict 
that  during  this  fiscal  year  we  will  reach  a  level  of  about  5  million-plus 
participants,  but  ultimately,  the  assumption  is  we  would  still  reach 
the  6  million-plus. 

We  have  no  basis  for  revising  that  estimate  downward,  even  though 
the  participation  rate  is  much  lower  than  anticipated. 

Senator  Church.  Let  me  just  ask  this  question,  in  line  with  the  Sena- 
tor's inquiry.  Would  you  anticipate,  looking  to  the  future,  that  with 
the  improvements  we  have  been  making  in  the  Social  Security  program 
and  its  enlarged  base  coverage,  and  improved  benefits  that  are  now 
being  paid,  that  the  number  of  the  very  poor  who  are  presently  or  will 
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soon  withdraw  from  the  Supplemental  Security  Income  program  will 
decline  over  the  years  ? 

Mr.  Cardwell.  Over  the  lono-  term?  I  think  the  answer  is  "Yes." 
However,  we  have  just  recently  made  an  update  of  the  original  SSI 
estimate.  You  remember,  I  said  it  started  out  with  7  million  people  in 
the  aggregate. 

Given  the  SSI  benefit  increases  and  taking  into  account  social  secu- 
rity cash  benefit  increases  during  the  past  2-year  peiiod,  there  is  ac- 
tually a  net  increase  in  the  number  of  SSI  eligibles,  with  the  universe 
moving  up  to  about  7.2  million. 

In  other  words,  there  would  be  a  net  increase  of  SSI  eligibles  of 
about  200,000  persons,  but  I  think  your  assumption  is  correct  on  the 
long  term. 

Senator  Church.  Thank  you. 

Mr.  Cardwell.  With  your  permission  then,  I  will  proceed  with 
my  statement.  I  know  the  members  of  the  committee  are  familiar 
with  the  details  of  the  SSI  program  and  recognize  that  I  am  simpli- 
fying to  a  degree.  But,  I  think,  only  to  a  very  limited  degree. 

As  we  began  to  better  understand  its  ramifications,  however,  and 
as  it  was  changed  in  its  progress  toward  implementation,  SSI  came 
to  be  anything  but  simple. 

Without  going  into  any  kind  of  elaborate  detail,  let  me  just  list 
some  of  the  legislative  changes  that  were  enacted  in  July  and  Decem- 
ber of  1973 — halfway  through  the  implementation  period  and  at  the 
last  moment  before  the  program  became  effective : 

The  States  were  required  to  make  supplementary  payments  to  all 
December  1973  recipients  who  received  higher  paj^ments  under  the 
old  State-administered  programs,  in  order  to  prevent  a  reduction  in 
income  under  SSI. 

SSI  recipients  transferred  from  State  rolls  who  had  received  pay- 
ments for  "essential  persons'' — individuals  in  their  home  to  help  care 
for  them — were  entitled  to  increased  Federal  payment  amounts. 

SSI  benefit  levels  were  increased  effective  in  January.  In  addition,  a 
Social  Security  increase  was  made  payable  in  April,  and  further  SSI 
and  Social  Security  benefit  increases  were  enacted  payable  in  July  1974. 
The  Social  Security  increases  are  pertinent,  because,  under  the  law,  a 
person  entitled  to  both  Social  Security  and  SSI  benefits  has  his  Federal 
SSI  benefit  decreased  if  his  Social  Security  benefit  is  increased. 

Provisions  Changed  for  Automatic  Transition 

Finally,  while  the  original  law  had  provided  that  persons  on  State 
aid  to  the  disabled  rolls  in  December  1973  would  be  automatically 
transferred  to  SSI,  these  provisions  were  changed  to  provide  for  auto- 
matic transition  only  if  an  individual  had  also  been  on  the  disabled 
rolls  of  the  State  in  a  month  prior  to  July  1973. 

In  addition  to,  and  in  part  because  of  these  legislative  changes,  up 
until  nearly  the  last  moment  the  States  were  making  decisions  about 
the  nature  of  the  supplements  they  wished  the  Federal  Government  to 
administer.  The  States  were  faced  with  many  critical  decisions  about 
how  they  wished  to  participate  in  a  program  that  was  changing  and 
where  costs  and  options  were  not  fully  known.  Their  participation  re- 
quired the  enactment  of  State  legislation,  and,  in  some  cases,  their 


543 

legislative  cycles  were  not  in  phase  with  the  time  schedules  needed  for 
orderly  and  coordinated  implementation  of  the  SSI  program.  This 
added  another  large  element  of  complexity  and  uncertainty  to  the 
program  at  a  very  critical  time. 

In  short,  the  program  became  increasingly  complicated  and  was  in 
a  state  of  fix  right  up  until — and,  in  fact,  beyond — the  date  of 
implementation. 

I  don't  wish  to  overdraw  the  effect  of  these  legislative  changes. 
"Wliile,  as  I  have  indicated,  they  greatly  complicated  the  program — 
particularly  since  they  occurred  after  we  had  developed  our  basic 
plans  for  its  implementation — they  represent  only  a  part  of  the  dif- 
ficulties. Even  without  these  changes,  I  thing  in  all  candor  I  must  sa}- 
that  we  underestimated  the  difficulties  and  problems  of  getting  the 
program  up  and  running  smoothly.  Given  the  time  available  to  im- 
plement the  program,  some  of  these  problems  were  unavoidable.  In 
hindsight,  others  might  have  been  dealt  with  more  adeptly. 

I  would  like  to  pause  at  this  point  though,  and  saj^,  to  add  perspec- 
tive to  my  prepared  remarks,  that  I  think  the  Social  Security  Ad- 
ministration and  all  those  who  worked  on  the  program  deserve  a  great 
deal  of  credit  for  what  has  been  accomplished  so  far.  The  chairman 
certainly  spoke  of  this  in  his  remarks. 

On  the  other  hand,  I  want  to  be  perfectly  candid  and  open  with  this 
committee  about  tlie  problems,  but  I  would  like  to  do  the  latter  without 
in  any  way  impugning  the  reputation  of  the  agency,  and  I  hj  all  means 
want  to  give  credit  for  what  has  happened  so  far  in  terms  of  everyone's 
participation. 

The  essential  operational  ingredients  required  to  initiate  the  pro- 
gram on  January  1  were  to  establish  an  electronic  data  processing 
system  capable  of  maintaining  and.  as  need  be,  making  changes  to  the 
recipient  rolls,  to  convert  the  public  assistance  i-ecords  covering  about 
3  million  recipients  from  some  1,350  State  and  local  jurisdictions 
to  this  system,  to  establish  a  telecommunications  system — the  so- 
called  SSADARS  system — which  would  allow  local  SSA  offices  to 
query  or  make  changes  to  tlie  recipient  rolls  almost  instantaneously, 
and,  of  course,  to  be  able  to  use  these  devices  to  generate  information 
which  the  Treasury  Department  could  use  to  make  accurate  and  timely 
payments  to  eligible  recipients.  These  systems  had  to  be  capable  of 
handling  both  Federal  SSI  benefits  and  federally  administered  State 
supplementary  benefits.  The  basic  systems  were  in  place  and  opera- 
tional on  January  1,  but  there  had  not  been  time  to  thoroughly  test 
them  to  correct  the  "bugs"  that  are  inherent  in  any  new  systems  of 
this  scope,  or  to  add  the  refinements  which  we  would  have  liked  to 
have  had  in  them. 

New  Employees  ix  Field  Offices 

At  the  same  time,  SSA  had  to  be  prepared  to  accept  and  process  new 
claims  both  considerably  before,  as  well  as  after,  January  1,  and  to 
have  in  place  the  staff  necessary  to  process  the  various  postentitlement 
changes — ranging  from  a  recipient's  change  of  address  to  changes  in 
resources,  income,  or  other  circumstances  affecting  basic  eligibility  or 
the  benefit  amount — which  might  occur  after  an  SSI  recipient  was 
initially  placed  on  the  benefit  rolls.  To  do  this,  we  added  approxi- 
mately 15,000  people,  of  which  two-thirds  wore  in  our  field  offices. 
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Senator  Church.  Wliere  is  the  other  third  ? 

Mr.  Cardwell.  The  other  third  would  be  centered  in  Baltimore, 
dealing  with  the  processes  of  enumeration,  assignment  of  Social  Secu- 
rity numbers  to  both  conversion  cases  and  the  new  eligibles,  program- 
ing and  managing  the  data  processing,  and  working  with  Treasury  on 
the  actual  payment  of  the  checks  themselves. 

Senator  Church.  But  isn't  j^our  system  already  set  up  and  has  that 
number  been  reduced  ? 

Mr.  Cardwell.  If  I  had  to  make  a  final  statement  on  that  at  this 
very  moment,  I  think  my  answer  would  probably  be  no,  but  I  do 
think  the  ratio  of  headquarters  to  field  staff  would  change  and  should 
change  as  the  program  settles  down. 

If  anything,  we  have  our  greatest  workload  problems  in  the  field, 
and  if  we  do  find  that  we  will  need  additional  staff  for  long  term, 
that's  where  they  will  be  assigned. 

This  is  how  we  went  into  January.  As  might  be  expected,  there  were 
problems — some  anticipated,  some  not.  Our  error  rate  in  January,  in 
terms  of  people  who  for  one  reason  or  another  did  not  receive  checks 
or  received  checks  in  seriously  incorrect  amounts,  was  about  5  or  6 
percent.  This  was  partly  due  to  faulty  data  resulting  from  the  con- 
version of  State  recipient  rolls,  and  partly  due  to  problems  in  our  data 
sj'stem.  Particularly  in  the  large  cities,  some  people  who  had  been 
receiving  a  State  public  assistance  check  did  not  receive  an  SSI  check. 

Despite  our  concern  and  efforts,  this  situation  did  not  improve 
rapidly.  We  were  faced  with  the  simultaneous  problems  of  correcting 
the  deficiencies  in  our  systems,  correcting  erroneous  conversion  data, 
making  the  payment  changes  necessary  to  properly  pay  at  increased 
SSI  and  Social  Security  benefit  levels,  and  making  necessary  posten- 
titlement  changes. 

Our  primary  efforts  were  directed  toward  making  proper  payments 
to  persons  converted  from  State  public  assistance  rolls.  It  would  be  an 
overstatement  to  say  that  we  have  solved  the  problem.  Over  the  past 
6  months,  however,  I  believe  we  have  been  steadily  making  progress 
in  correcting  the  conversion  base,  and  the  situation  will  continue  to 
improve. 

Large  Backlog  of  Unpaid  New  Claims 

In  the  process  of  straightening  out  conversion  problems,  we  recog- 
nized in  April  and  Ma}^  that  a  large  backlog  of  unpaid  new  claims  had 
built  up.  The  backlog  occurred  partly  because  we  concentrated  on 
conversion  base  corrections,  not  leaving  enough  "running  time"  avail- 
able in  the  computer  systems  for  regular  frequent  processing  of  new 
claims.  The  more  significant  problem  with  new  claims,  however,  had 
to  do  with  the  fact  that  several  hundred  thousand  cases  were  processed 
at  the  local  SSA  district  office  level  and  presumed  to  be  payable.  How- 
ever, when  submitted  for  payment  processing,  these  cases  did  not  pass 
the  built-in  computer  edit  chc/cks  for  a  variety  of  complex  reasons — 
for  example,  inaccurate  information  provided  by  the  claimant,  in- 
formation incorrectly  introduced  into  the  system  by  staff  at  the  district 
office  level,  and  data  processing  problems  centrally. 

SSA  is  working  diligently  on  both  of  the  above  major  aspects.  A 
special  task  force  made  up  of  skilled  and  dedicated  people  has  been 
charged  with  the  task  of  clearing  up  this  backlog.  The  group  has  been 
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given  authority  to  make  changes  in  the  payment  process  and  resolve 
impediments  on  the  spot. 

We  expect  that,  as  a  result  of  this  action,  the  vast  majority  of  back- 
logged  new  claims  awaiting  final  action  will  be  processed  to  a  pay- 
ment status  within  the  next  month.  The  most  serious  problem  at  this 
point  is  a  stubborn  core  of  disability  claims  which,  because  they  often 
require  extensive  medical  development,  unavoidably  require  lengthy 
processing  time. 

Again,  I  would  like  to  pause  with  your  permission.  Many  who  don't 
understand  the  process  blame  the  computer  for  a  lot  of  our  troubles, 
but  we  all  must  realize  that  without  the  computer,  we  couldn't  have 
done  any  of  this,  that  we  are  absolutely  dependent  on  mechanized, 
computerized  systems  for  the  execution  of  this  program,  and  in  this 
volume  there  is  no  other  choice. 

Our  objective  for  the  balance  of  this  year  is  to  arrive  at  final  deci- 
sions on  claims  filed  by  the  aged  within  30  days.  The  system  is  designed 
to  do  better.  Of  course,  for  new  applicants  who  need  an  immediate 
payment,  there  is  a  provision  of  law  which  enables  us  to  pay  a  $100 
advance.  In  addition,  our  district  offices  have  been  instructed  to  au- 
thorize special  month-to-month  payments  outside  the  regular  payment 
system  for  the  full  amount  due  the  person  where  the  case  is  over  30 
days  old  and  the  applicant  is  judged  to  be  eligible. 

I  don't  mean  to  imply  by  all  of  this  that  the  SSI  program  is  now 
running  as  we  would  like  it  to,  smoothly,  rapidly,  and  without  prob- 
lems. It  is  not.  While  we're  well  on  our  way  to  "shaking  it  down"  and 
getting  the  bugs  out  of  the  system,  eliminating  the  backlogs  and 
making  proper  payments,  on  time,  to  everyone  who  is  entitled,  it's 
likely  to  be  a  number  of  months  before  it  is  running  smoothly. 

We've  only  just  begun  on  some  of  the  big  jobs  that  lie  ahead,  such 
as  "redetermination"  to  assure  the  continuing  eligibility  and  proper 
payment  of  those  persons  who  were  converted  from  the  State  rolls. 
xVnd  there  remain  a  number  of  problems  and  issues  that  have  yet  to  be 
fully  resolved.  Some  of  these  can  be  handled  through  administrative 
changes:  others,  we  believe,  will  require  enactment  of  legislation. 
Let  me  touch  upon  some  of  the  major  ones. 

Keplacing  Lost  and  Stolen  Checks 

One  of  the  serious  problems  that  has  concerned  us  has  been  the 
time-consuming  procedure  for  replacing  lost  or  stolen  checks.  Under 
norrnal  procedure,  when  SSI  received  notice  that  a  check  was  not 
received,  the  local  Social  Security  office  would  determine  Avhether  a 
check  had  been  issued  by  making  a  direct  and  immediate  query  of  the 
SSI  master  computer  record.  Investigation  by  the  Treasury  Depart- 
ment then  was  required  to  determine  whether  a  check  that  had  been 
issued  had  been  negotiated.  If  the  check  had  not  been  negotiated,  a 
stop-payment  was  placed  against  it.  If  the  check  had  been  negotiated, 
but  the  intended  recipient  or  anyone  he  knew  had  not  endorsed  the 
check,  a  substitute  check  was  issued  by  the  Treasury  Department. 
These  procedures  often  required  several  weeks  or  more.  Considering 
the  circumstances  of  the  people  affected,  this  was  clearly  an  unaccept- 
ably  long  delay. 

We  have  now  worked  out  with  the  Treasury  Department  a  proce- 
dure for  the  expeditious  replacement  of  lost  and  stolen  checks  which 
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is  expected  to  be  implemented  for  the  August  payment.  I  want  to 
mention  that  the  Treasury  Department  has  been  extremely  helpful 
and  cooperative  from  the  beginning. 

The  law  recognizes  that  income  to  an  individual  can  be  in  the 
form  of  "in-kind"  support  and  maintenance — that  is,  room,  board, 
and  goods  rather  than  money — and  requires  that  in-kind  income  be 
counted.  No  value  is  ascribed,  however,  to  services  such  as  medical  and 
social  services  that  cannot  be  considered  income  for  basic  support 
and  maintenance. 

The  problem  that  we  are  working  to  resolve  by  a  change  in  operat- 
ing policies  relates  to  in-kind  support  and  maintenance  furnished  by 
certain  private  residence  facilities.  Under  current  operating  policy 
the  value  of  support  and  maintenance  (defined  as  room  and  board)  in 
an  institution  or  residence  f  acilitv  is  considered  to  be  unearned  income 
to  the  individual  unless  he  is  paying  for  it  out  of  other  nicome  or  out 
of  resources  that  he  has. 

Although  this  policy  of  counting  in-kind  support  and  maintenance 
as  income  furnished  by  an  institution  is  consistent  with  a  strict  inter- 
pretation of  how  an  income  maintenance  program  should  work,  we 
recognize  that  our  application  of  the  definition  of  in-kind  income  to 
certain  subsidies  from  institutions  has  proved  to  have  more  severe 
results  than  were  foreseen.  Some  States  contend  that  this  has  created  a 
situation  in  which  some  individuals  living  in  private  residence  facilities 
could  be  forced  to  leave.  We  are  therefore  making  an  intensive  review 
of  the  problem  and  we  hope  very  soon  to  have  a  solution  that  can  be 
implemented  within  the  provisions  of  the  existing  law. 

Other  problems,  however,  require  a  legislative  remedy.  One  major 
difficulty  which  occurred  in  the  early  months  of  program  operation 
has  already  been  eliminated  through  prompt  action  on  the  part  of  the 
Congress.  I  am  referring  here  to  the  problem  of  identifying  and  per- 
forming disability  determinations  for  those  individuals  who  had  been 
added  to  State  disability  rolls  in  July  1973  or  later. 

Emergency  Legislation  Enacted 

As  you  will  recall,  legislation  enacted  late  in  1073  prohibited  these 
individuals  from  being  automatically  transferred  to  the  SSI  pro- 
gram. They  were  eligible  only  if  they  met  the  regular  SSI  standards 
applicable  to  new  claimants.  In  order  to  prevent  several  hundred 
thousand  persons  from  having  their  payments  cut  off  simply  because 
their  eligibility  status  was  in  doubt,  the  Congress  enacted  emergency 
legislation  allowing  us  to  pay  benefits  to  them  until  a  positive  deter- 
mination of  their  eligibility  or  ineligibility  could  be  made.  At  this 
time,  disability  determinations  have  been  completed  for  about  half 
of  those  persons  identified  as  having  first  come  on  State  rolls  in  July- 
December  1973. 

The  Congress  is  now  considering  legislative  remedies  to  two  other 
SSI  problems.  If  enacted,  they  would  authorize  reimbursement  of  the 
States  for  interim  assistance  provided  to  SSI  applicants,  and  would 
provide  automatic  cost-of-living  adjustments  to  SSI  benefit  levels. 

Many  States  or  localities  are  making  payments  of  a  general  assist- 
ance type  to  people  who  have  applied  for  SSI  but  have  not  received 
SSI  payments  because  an  eligibility  determination  has  not  yet  been 
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made.  This  situation  is  most  likely  to  occur  in  a  case  in  which  a  dis- 
ability determination  is  necessary. 

If,  after  these  interim  payments  have  been  made  to  an  individual, 
he  is  determined  to  be  entitled  to  SSI  benefits,  the  States  would  like 
SSA  to  pay  them  back  for  their  interim  payments  out  of  the  retro- 
active SSI  benefits  due  the  recipient.  This  would  provide  the  recipi- 
ent with  all  benefits  due  him  while  at  the  same  time  guaranteeing 
that  the  States  get  their  money  back.  We  are  prohibited,  however, 
from  diverting  the  benefits  from  the  recipient  to  his  creditor — in  this 
case  the  State— by  a  provision  of  the  law  prohibiting  the  assignment 
of  a  person's  benefits  to  another. 

SSA  worked  with  the  American  Public  Welfare  Association  to 
develop  a  legislative  proposal.  It  would  permit  us  to  enter  into  agree- 
ments with  States  whereby  we  may,  upon  an  SSI  applicant's  written 
authorization,  repay  a  State  directly  for  interim  assistance  payments 
advanced  to  the  SSI  applicant  during  the  period  in  which  his  eligi- 
bility under  SSI  was  being  determined.  As  the  committee  is  aware, 
a  provision  based  upon  the  one  that  we  developed  in  conjunction  with 
the  American  Public  Welfare  Association  has  already  passed  the 
Senate,  first  as  an  amendment  to  the  Renegotiation  Act  extension  bill 
and,  when  dropped  from  that  bill,  as  an  amendment  to  H.R.  8217 
(a  bill  involving  import  duties) ,  on  which  final  action  is  pending.  The 
Department  will  be  working  with  the  conferees  on  that  bill  to  obtain 
suitable  legislation. 

An  essential  step  in  assuring  benefit  adequacy  in  the  SSI  program, 
of  course,  is  providing  a  mechanism  for  maintaining  that  adequacy 
as  the  cost  of  living  increases. 

CoST-OF-LlVING    Ad.TUSTMEXT    PROPOSED 

As  this  committee  I'm  sure  knows,  the  President,  in  his  fiscal  year 
1975  budget  message  in  February,  announced  the  administration's 
intention  to  propose  legislation  to  provide  for  cost-of-living  adjust- 
ments in  SSI  benefits.  In  May  of  this  year  a  legislative  proposal  to  ac- 
complish this  objective  was  formally  submitted  to  the  Congress  for 
its  consideration. 

The  administration's  proposal  would  establish  in  SSI  a  cost-of- 
living  adjustment  mechanism  similar  to  and  coordinated  with  the 
automatic  cost-of-living  provisions  already  in  the  law  for  the  Social 
Security  cash  benefits  program :  that  is,  SSI  benefit  levels  would  be 
automatically  increased  in  the  future  to  reflect  increases  in  the  Con- 
sumer Price  Index. 

Under  the  administration's  approach  to  guaranteeing  the  purchas- 
ing power  of  SSI  benefits,  the  amount  of  the  automatic  increase  would 
generally  be  based  on  the  percentage  increase  in  tlie  monthly  average 
of  the  Consumer  Price  Index  as  measured  from  the  first  quarter  of 
1  year  through  the  first  quarter  of  the  following  year,  with  the 
increase  in  benefit  levels  efl'ecti\'e  with  July.  The  first  such  increase 
under  the  administration's  proposal  could  occur  in  July  1975,  which  is 
the  earliest  nionth  in  which  a  Social  Security  automatic" benefit  increase 
could  be  paid.  This  proposal  would  resolve,  in  part,  what  has  been 
a  perennial  issue  that  arises  whenever  Social  Security  benefits  are  in- 
creased— namely  the  problem  of  decreases  in  benefits  under  one  pro- 
gram to  offset  increased  benefits  under  another  program. 
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Without  increases  in  SSI  levels  when  Social  Security  benefits  rise, 
that  is  what  would  happen  in  the  Federal  program  of  SSI  just  as  it 
did  in  the  former  Federal-State  assistance  programs.  Just  as  important 
as  the  fact  that  when  people  receive  increased  Social  Security  benefits 
they  expect  to  be  better  off  is  the  fact  that  when  the  cost  of  living 
goes  up  it  goes  up  for  all  SSI  recipients,  whether  they  are  Social 
Security  beneficiaries  or  not. 

Even  with  a  Federal  SSI  cost-of-living  adjustment,  there  remains 
a  problem  in  those  States  that  supplement  the  Federal  SSI  payments. 
Where  State  governments  supplement  voluntarily,  they  set  their  levels 
at  amounts  above  the  Federal  le\els  that  they  think  are  appropriate 
within  their  respective  States.  If  Federal  SSI  benefit  levels  are  in- 
creased. States  have  the  option  of  passing  the  increase  along  by  con- 
tinuing to  pay  the  same  supplements  on  top  of  the  higher  Federal 
levels,  or  of  cutting  back  their  payments  by  the  amount  of  the  Federal 
increase. 

Some  view  it  as  a  Federal  responsibility  to  make  States  pass  the 
Federal  increase  on  through  the  State  supplements  and  to  help  fuiance 
their  increased  cost  of  doing  so. 

States  Urged  To  Make  Decisions 

Although  we  believe  that  the  State  share  of  benefits  should  be  kept 
up  to  date  with  rising  costs,  we  also  believe  that  the  States  themselves 
should  make  the  decision  to  do  this.  The  problems  and  changes  I  have 
just  discussed  do  not,  of  course,  represent  a  complete  inventory  of  the 
issues  yet  remaining  in  SSI.  What  I  have  attempted  to  do  is  to  high- 
light most  of  the  major  concerns  about  the  program  that  we  have  at 
this  time.  There  will  undoubtedly  be  additional  changes  or  corrections 
requiring  administrative  or  legislative  action  which  we  will  identify 
as  we  gain  more  experience  with  the  SSI  program.  To  the  extent  tliat 
further  desirable  legislative  changes  are  identified  over  the  coming 
months,  we  will  take  action  to  propose  appropriate  remedial  legisla- 
tion early  in  the  next  session  of  the  Congress. 

I  should  mention  at  this  point  an  area  that  needs  furthei'  study.  This 
concerns  the  definition  of  disability  in  the  SSI  program.  Much  of  the 
general  public  and  many  State  officials  seem  to  believe  that  the  Social 
Security  Administration  has,  in  its  own  discretion,  established  criteria 
and  operating  policies  for  determining  disability  in  order  to  adhere  to 
those  established  for  the  Social  Security  disability  insurance  program. 
The  fact  is  that  the  law  gives  us  no  choice  in  the  matter.  We  recog- 
nize that  our  definition  is  more  restrictive  than  definitions  as  they 
evolved  in  many  of  the  former  State  programs — especially  in  that  they 
often  covered  short-term  disabilities,  while  under  SSI,  disability  must 
be  expected  to  last  for  at  least  a  year.  An  evaluation  of  this  problem 
is  underway. 

Finally,  I  would  like  to  briefly  summarize  the  outreach  efforts  we 
have  made  to  reach  those  potential  SSI  eligibles  wliom  we  believe  are 
somewhere  out  there,  but  who  have  not  applied.  These  people  are  of 
concern  to  both  us  and  you.  It  has,  of  course,  been  projected  that  the 
SSI  program,  with  its  new  approach  to  income  maintenance  for  the 
aged,  blind,  and  disabled,  and  its  higher  levels  of  benefits  than  those 
previously  in  effect  in  over  half  the  States,  would  cover  a  significantly 
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larger  number  of  the  aged,  blind,  and  disabled  than  were  transferred 
into  SSI  from  the  former  Federal-State  programs. 

There  were  just  over  3  million  brought  into  SSI  from  the  old  pro- 
grams, but  we  project  that  about  5.1  million  will  be  receiving  Federal 
SSI  benefits  by  the  end  of  June  1975 — less  than  a  year  away.  However, 
to  date,  the  new  claims  caseload  originally  predicted  and  anticipated 
for  the  SSI  program  has  not  materialized. 

Thus,  we  have,  from  the  beginning,  made  efforts  to  reach  potential 
eligibles  and  inform  them  about  the  new  program.  These  efforts  began 
long  before  the  January  1  starting  date  for  SSI. 

Informational  leaflets  were  distributed,  and  radio  and  television  an- 
nouncements were  made.  We  worked  very  closely  with  State  and  county 
welfare  departments  and  with  local  and  national  organizations  in- 
terested in  the  aged,  blind,  and  disabled  so  that  they  could  inform 
their  constituencies. 

Project  SSI- Alert  Started 

As  the  starting  date  approached,  outreach  efforts  were  intensified, 
and  a  campaign  called  SSI-Alert  was  begun  under  the  sponsorship  of 
Commissioner  Arthur  Flemming  and  his  Administration  on  Aging. 
Commissioner  Flemming  will  present  you  with  the  details  of  what  we 
now  refer  to  as  "phase  1"  of  SSI- Alert. 

Now  we  have  gone  to  "phase  *2"'  of  Project  SSI-Alert.  This  represents 
a  continuing  effort  on  our  part  to  locate  potential  eligibles  for  SSI 
and  provide  them  with  the  opportunity  to  apply  for  benefits.  Phase  1 
was  directed  toward  everyone  in  a  community,  using  a  large  number 
of  volunteers  including  church  organizations,  local  community  groups, 
and  so  forth,  in  neighborhood  canvassing  efforts;  the  new  phase  uses 
a  direct  mailing  system  to  contact  5.2  million  individuals  whose  Social 
Security  benefits  are  low  enough  to  indicate  possible  eligibility  for  SSI 
payments.  It  should  be  kept  in  mind  that  these  are  leads  to  help  us 
find  who  among  the  5.2  million  might  be  eligible.  The  vast  majority 
will  not  be  eligible  because  they  have  other  income  or  resources.  Some 
who  are  found  to  be  eligible  will  receive  only  a  few  dollars  of  SSI 
because  of  their  other  income. 

These  leads  are  now  in  the  hands  of  the  local  Social  Security  offices 
corresponding  with  the  addresses  of  the  people  identified.  Since  this 
extra  effort  will  have  a  tremendous  workload  impact  on  already  heavily 
burdened  local  Social  Security  offices,  4.000  temporary  employees  are 
being  employed  to  process  the  leads.  They  will  do  the  necessary  clerical 
work  and  make  telephone  and/or  personal  contacts  with  the  potential 
eligibles  when  necessary. 

Those  prospects  who  return  the  lead  questionnaire  will  be  contacted 
and  provided  with  necessary  assistance  to  apply  for  SSI  benefits. 

Social  Security  offices  have  received  their  allocations  for  temporary 
employees  and  are  presently  in  the  process  of  recruitment  and  are 
working  with  volunteers  to  accomplish  the  project.  We  hope  to  have 
this  phase  of  our  SSI  outreach  efforts  completed  by  September  30, 

Before  concluding,  let  me  mention  that  we  are  very  much  aware 
of  and  concerned  with  the  interrelationship  between  SSI  and  other  pro- 
grams of  assistance  to  the  needy.  In  the  interest  of  brevity  in  my  open- 
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ing  remarks,  I  would  propose  not  to  go  into  a  detailed  discussion  of 
these  relationships.  Rather,  with  yoiir  permission,  I  would  like  to 
submit  for  the  record  brief  statements  on  the  interaction  between  SSI 
and  Medicaid  and  social  services. 

Keith  Weikel,  Acting  Commissioner  of  the  Medical  Services  Ad- 
ministration, and  Jack  Young,  Commissioner  of  the  Community  Serv- 
ices Administration,  are  here  to  answer  any  specific  inquiries  that 
you  may  have  in  these  areas.  The  Department  of  Agriculture  is  repre- 
sented here  today,  and  is  prepared  to  address  the  subject  of  food 
stamps. 

I  don't  want  to  leave  this  subject,  however,  without  commenting  that 
during  the  past  year  we  have  put  a  lot  of  effort  into  working  out  link- 
ages between  local  Social  Security  offices  and  State  and  local  welfare 
service  agencies  so  that  proper  referrals  can  be  made  and  people  need- 
ing services  will  have  easy  access  to  them. 

NOTEAVORTHT   AcCO:MPLISHMENTS    IN    SSI    PrOORAM 

Again,  I  appreciate  the  committee's  giving  me  this  opportunity  to 
air  some  of  our  views  on  the  SSI  program.  We  will  also,  of  course,  be 
greatly  interCvSted  in  what  others  testifying  here  have  to  say.  As  I'm 
sure  you  all  already  knew,  and  as  I  hope  my  statement  has  made  clear, 
our  performance  in  these  first  6  months  of  the  new  program's  opera- 
tion has  been  sort  of  a  mixed  bag.  T\Tiile  certainly  not  always  deserving 
of  rave  reviews,  I  feel  strongly  that  it  has  also  been  marked  by  some 
definite  pluses  and  noteworthy  accomplishments. 

I'd  like  to  close  by  just  listing  these  accomplishments,  problems 
solved,  and  remaining  problems. 

Accomplished  to  date  (or  soon)  :  The  conversion  of  over  3  million 
welfare  recipients  from  the  rolls  of  about  1.350  separate  and  distinct 
State  or  local  jurisdictions:  the  cleaning  up  and  correcting  of  the  data 
base ;  the  sharp  reduction  of  the  backlogs  of  unpaid  claims  in  process 
and  the  continuing  improvement  in  processing  times,  numbers  of  ap- 
plicants receiving  prompt  decisions,  and  numbers  of  approved  claims 
receiving  checks  quickly :  the  improvement,  increasing  reliability,  re- 
sponsiveness and  sophistication  of  our  automated  data  systems. 

Problems  solved  or  near  solution  (with  the  prompt  and  concerned 
cooperation  of  the  Congress)  :  Disability  rollback;  replacement  of  lost 
or  missing  checks ;  reimbursement  to  the  States  for  interim  assistance 
provided  SSI  recipients  who  are  awaiting  decisions  on  their  claims — 
or  payment  of  approved  claims:  and  automatic  cost-of-living  in- 
creases in  benefit  amounts. 

The  remaining  problems  include  some  of  a  basic  nature,  such  as  the 
treatment  of  in-kind  income,  mentioned  earlier;  the  need  to  further 
improve  our  performance  in  reducing  processing  times  and  quickly 
getting  checks  into  the  hands  of  entitled  individuals;  and  perhaps  as 
important  as  any,  the  need  for  continuing  vigilance  on  our  part  to : 
(1)  Comply  with  due  process  requirements  of  law  in  all  of  our  dealing's 
with  SSI  applicants  and  beneficiaries,  (2)  protect  confidentiality  and 
respect  the  ri^ht  to  privacy,  and  (3)  help  maintain,  above  all,  the  SSI 
applicant's  dignity  and  self-respect. 

Keeping  all  the  foregoing  in  mind,  I  agree  that  this  is  an  opportune 
time  to  stop  and  look  at  what  has  happened  and  where  we  are  going. 
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However,  in  my  opinion,  it  is  too  soon  to  attempt  an  evaluation  of  the 
new  program  and  its  operation. 

As  we  identify  changes  that  seem  necessary  to  make  the  program 
work,  we  will,  of  course,  immediately  bring  them  to  the  attention  of  the 

Congress. 

I  am  confident  that  when  the  next  occasion  arises  for  my  reporting 
to  you  on  the  progress  and  status  of  the  SSI  program,  you  will  hear 
a  more  uniformly  positive  recitation  of  accomplishment  and  smoothly 
efficient  performance  of  our  mission  in  serving  the  needs  of  the  Nation's 
poor  aged,  disabled,  and  blind. 

I  thank  you,  Mr.  Chairman. 

Senator  Church.  Thank  you  very  much,  Commissioner. 

I  understand  that  other  members  of  the  panel  will  be  available  for 
responding  to  questions,  but  not  to  make  a  presentation,  is  that  correct  ? 

Mr.  Cardwell.  Yes.  Commissioner  Flemming  is  prepared  to  review 
in  summary  form  the  SSI- Alert  program,  if  you  wish  him  to  do  so, 
or  we  could  exchange  questions  and  answers  on  it,  however  you  would 
wish  to  proceed.  .    . 

Senator  Church.  Well,  I  have  great  respect  for  Commissioner 
Flemming,  and  I  would  abide  by  his  own  judgment  in  that  matter. 

Commissioner  Flemming.  Mrl  Chairman,  I  have  just  a  brief  state- 
ment wliich  I  might  introduce  at  that  time,  and  which  might  constitute 
a  basis  for  further  discussion,  if  that's  agreeable  to  you. 

Senator  Church.  It  will  be  fine  with  us. 

Mr.  Fong,  will  that  be  agreeable  to  you  ? 

Senator  Fong.  Yes. 

STATEMENT   OF   HON.   ARTHUR   S.   FLEMMING,    COMMISSIONER, 

ADMINISTRATION  ON  AGING 

Commissioner  Flemming.  I  appreciate  very  much  having  the  op- 
portunitv  of  discussing  SSI- Alert  with  the  members  of  this  committee. 

The  objective  of  the  program  is  to  do  ever\i:hing  possible  to  pro- 
vide the  aged,  blind,  and  disabled  who  are  eligible  for  tlie  Supple- 
mental Security  Income  program  with  the  opportunity  of  deciding 
w^hether  or  not  tliey  desire  to  participate  in  the  program. 

We  also  see  SSI- Alert  as  an  opportunity  to  develop  a  capability 
for  additional  outreach  programs  at  the  Federal.  State,  and  local 
levels,  wliich  can  help  to  build  bridges  between  older  persons  and 
available  resources  and  services.  _  •      -c 

Public  and  private  organizations  have  worked  together  in  a  signifi- 
cant manner  in  an  effort  to  achieve  the  objective  of  the  SSI-Alert 
program.  . 

The  national  organizations  of  older  persons  designated  one  of  their 
members  to  serve  on  a  consortium  in  each  of  the  areas  served  by  the 
Social  Security  district  offices. 

The  members  of  the  consortia  were  asked  to  assist  in  the  selection 
of  a  project  director,  in  the  recruitment  of  volunteers,  and  in  the  devel- 
opment and  conduct  of  the  program. 

The  consortia  were  organized  in  the  belief  that  the  participation  of 
a  large  number  of  older  persons  in  the  development  of  the  local  pro- 
grams would  contribute  to  their  success. 
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Red  Cross  Chapters  Participate  in  Project  SSI-Alert 

The  American  National  Red  Cross,  in  response  to  a  request  by  the 
Administration  on  Aging,  decided  that  Red  Cross  chapters  should 
be  given  the  opportunity  to  participate  in  Project  SSI- Alert  by  be- 
coming the  lead  agencies  in  working  with  the  consortia  in  the  selec- 
tion of  a  project  director,  in  the  recruitment  and  training  of  volun- 
teers, and  in  the  development  and  conduct  of  the  program. 

Local  Red  Cross  chapters  became  the  lead  agencies  in  412  out  of 
the  631  Social  Security  district  office  areas. 

Area  agencies  on  aging  became  the  lead  agencies  in  49  districts. 
Community  Action  agencies  in  58  districts,  and  other  community 
organizations  in  112  districts. 

State  agencies  on  aging  were  designated  as  the  statewide  lead  agen- 
cies for  their  respective  States.  They  were  authorized  to  recruit  a  staff 
person  to  provide  overall  leadership.  They  were  authorized  to  ap- 
prove budgets  submitted  by  the  lead  agencies  within  the  Social  Se- 
curity districts  in  tlieir  States  up  to  the  total  amount  set  aside  for 
each  State.  They  were  charged  with  the  responsibility  of  selecting  a 
lead  agency  for  the  Social  Security  districts  within  their  States  where 
the  local  Red  Cross  chapter  decided  not  to  participate. 

The  Social  Security  Administration  related  SSI-Alert  to  their 
ongoing  Outreach  program,  developed  and  executed  the  information 
program,  and  provided  the  volunteers  with  technical  training. 

During  the  approximately  6  months  that  SSI-Alert  has  been  in 
operation,  tens  of  thousands  of  volunteers  have  participated  with  the 
largest  number — namely,  55,775- — being  recorded  in  the  ni'st  week  of 
April. 

Many  methods  have  been  employed  by  the  consortia  and  the  lead 
agencies  to  call  the  Supplemental  Security  Income  program  to  the  at- 
tention of  potential  eligibles — methods  which  have  called  for  in- 
genuity, imagination,  and  resourcefulness. 

There  has  been  extensive  use  of  all  of  the  media.  Other  methods 
include  contacting  persons  whose  names  appear  on  public  records, 
dire<?t  mail  contacting  persons  belonging  to  organizations  of  older 
persons,  insertion  of  information  in  church  bulletins  and  the  publi- 
cations of  other  organizations,  obtaining  names  from  and  enlisting 
the  help  of  persons  in  community  organizations,  addressing  meetings 
where  older  persons  were  likely  to  be  in  attendance,  flyers  included 
with  utility  bills,  flyers  distributed  to  persons  waiting  in  line  to  pur- 
chase gasoline,  teachers  sending  SSI  brochures  home  with  students, 
information  booths  set  up  in  shopping  centers,  and  telephoning  and 
door-to-door  canvassing. 

At  this  point  in  the  SSI- Alert  program,  steps  are  being  taken  to 
provide  volunteers  with  the  names  and  addresses  of  persons  who  will 
have  indicated  their  interest  in  learning  more  about  the  Supplemental 
Security  Income  program. 

5.2  Million  Persons  Eligible  for  SSI 

The  Social  Security  Administration  has  identified  5,2  million  per- 
sons from  their  master  beneficiary  records,  who  might  be  eligible  for 
the  Supplemental  Security  Income  program. 
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A  communication  is  being  sent  to  these  persons  by  the  Social  Secu- 
rity district  offices  informing  them  about  the  program  and  givmg 
them  two  options,  one  of  which  is  to  request  that  someone  contact 
them  personally  to  discuss  the  program. 

^^^len  requests  for  personal  contacts  are  received,  the  manager  of 
the  Social  Security  district  office  will  contact  the  lead  agency  of  SSI- 
Alert  so  that  the  project  director,  working  through  the  consortium, 
can  determine  how  much  of  the  workload  can  be  handled  by  volun- 
teers. 

The  lead  agency  within  the  Social  Security  district  office  will  develop 
a  budget  consistent  with  the  number  of  persons  who  have  asked  to 
be  contacted  and  will  submit  it  to  the  State  agency  on  aging. 

Tlie  State  agency  has  been  authorized  to  approve  budgets  for  this 
purpose  up  to  50  percent  of  the  amount  utilized  for  phase  1  of  project 
SSI-Alert. 

Local  Ked  Cross  chapters  are  free  to  decide  whether  or  not  they 
desire  to  serve  as  lead  agencies  for  this  phase  of  SSI-Alert.  If  they  do 
not,  State  agencies  on  aging  will  ordinarily  designate  the  area  agency 
on  aging  as  the  lead  agency. 

Commissioner  Cardwell  has  provided  you  with  information  rela- 
tive to  the  number  of  new  applications  for  the  Supplemental  Security 
Income  program  that  have  been  received  and  processed  to  date. 

It  is  impossible  to  identify  the  number  of  these  new  applications 
that  are  attributable  solely  to  Project  SSI-Alert. 

It  is  clear,  however,  that  the  total  effort  has  produced  results  that 
have  improved  life  for  well  over  a  million  persons. 

The  new  effoi-t  to  be  carried  out  through  the  Social  Security  Ad- 
ministration and  SSI-Alert  will  reach  many  more. 

When  the  Government  persists  in  its  efforts  to  locate  those  who  are, 
for  one  reason  or  another,  so  isolated  from  life  that  the}^  are  unaware 
of  resources  that  are  available  to  them,  it  is  helping  to  convey  a  very 
important  message  to  the  aged,  blind,  and  disabled ;  namely,  "We  do 
care." 

In  addition  the  involvement  in  SSI-Alert  of  national  organizations 
of  older  persons,  of  the  national  American  Red  Cross,  of  State  agen- 
cies on  aging,  of  Federal  agencies  and  of  tens  of  thousands  of  volun- 
teers is  providing  us  with  a  capability  for  outreach  in  the  field  of 
aging  on  the  Federal,  State,  and  local  levels  which  will  pay  dividends 
for  many  years  to  come  as  far  as  the  lives  of  older  persons  are 
concerned. 

OBJECTI^^:    CoMPREHEXSIMi    SERVICES 

During  the  past  few  months  we  have  been  installing,  under  the  Old- 
er Americans  Act,  as  amended,  a  new  system  designed  to  achieve  the 
objective  of  providing  coordinated  and  comprehensive  services  for 
older  persons  at  the  local  level. 

Likewise  we  have  been  installing  a  new  nationwide  nutrition  pro- 
gram for  older  persons. 

At  the  heart  of  the  implementation  of  these  new  programs  is  our 
ability  to  conduct  effective  outreach  programs. 

By  building  on  the  foundation  of  the  SSI-Alert  program.  State 
and  area  agencies  on  aging  will  be  able  to  accelerate  in  a  significant 
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manner  the  development  of  outreach  programs  that  will  find  the  older 
persons  who  are  lost  to  society  and  will  build  bridges  between  them 
and  available  resources  and  services. 

Mr.  Chairman,  I  would  like  to  say  this — as  you  know — I  have  had 
the  opportunity  of  working  with  the  Social  Security  Administration 
over  a  considerable  period  of  time,  and  I  would  certainly  like  to  join 
with  you  in  the  comments  that  you've  made  relative  to  the  way  in 
which  the  Social  Security  Administration  has  tackled  its  job. 

I've  always  had  confidence  in  Social  Security  personnel  and  the  way 
in  which  they  have  tackled  this  assignment  has  renewed  my  confidence. 
As  I  have  worked  with  them  on  outreach,  I  am  convinced  of  the  fact 
that  in  those  who  are  associated  with  the  Social  Security  Administra- 
tion we  have  a  tremendous  resource  in  the  outreach  area. 

Senator  Chuech.  Thank  you  very  much,  Commissioner  Flemming. 
Now  that  you  are  in  phase  2  of  the  SSI  outreach  program,  can  you 
tell  us  how  long  this  phase  2  effort  is  scheduled  to  last? 

Commissioner  Flemming.  Well,  as  Commissioner  Cardwell  has 
indicated,  the  thinking  at  the  present  moment  is  that  this  assignment 
should  be  cleared  up  or  completed  by  September  30,  and  we  are  operat- 
ing on  that  basis. 

I'm  sure  that  I  speak  for  Commissioner  Cardwell  when  I  say  that 
both  of  us  will  watch  it  carefully,  and  if  it  isn't  actually  completed 
by  that  time,  we'll  make  some  additional  plans. 

Senator  Church.  Since  phase  2  consists  of  checking  out  those  ben- 
eficiaries whose  income  is  sufficiently  low  under  the  Social  Security 
progTam,  to  indicate  a  possible  eligibility  for  SSI,  you  will  have  an 
objective  basis  for  determining  whether  or  not  you  have  completed 
that  effort. 

Commissioner  Flemming.  That's  right. 

Senator  Chuech.  But  beyond  that,  you  have  no  further  plans,  is 
that  correct  ? 

Commissioner  Flemming.  No  further  specific  plans,  but  again,  if 
after  going  through  this  process  we  still  have  a  feeling  that  there  are 
some  M'ho  liave  not  been  reached,  we  will  do  our  best  to  reach  them. 
And  at  that  time,  Mr.  Chairman,  as  far  as  the  Administration  on  Ag- 
ing is  concerned,  it  will  phase  very  naturally  into  the  system  that  has 
been  established  under  the  Older  Americans  Act  because  as  I  indicated 
in  mv  earlier  comments,  we  are  ofoino;  to  be  working"  with  at  least  375 
area  agencies  on  aging  during  1975. 

These  area  agencies  on  aging  will  be  a  network  for  a  continuous  pro- 
gram of  outreach.  I'm  sure  you  appreciate  that  we're  just  going  to  have 
to  keep  outreach,  not  only  "in  relation  to  SSI,  but  in  relation  to  other 
resources  and  services  that  society  has  made  available  to  older  persons. 

Many  Isolated  People  Unaware  of  Programs 

If  you  could  look  at  some  of  the  case  histories  that  have  come  out 
of  SSI-_Alert,  you  would  realize  again  that  we  do  have  many  persons  in 
our  society  who  are  so  isolated  that  they're  unaware  not  only  of  SSI, 
but  unaware  of  many  of  the  other  resources  and  services  that  kre  avail- 
able. So  Ave'll  be  prepared  to  work  along  with  the  Social  Security  Ad- 
ministration as  long  as  it  is  necessary  to  work,  until  we  feel  that  we 
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have  reached  all  of  those  isolated  persons  and  told  them  the  story,  not 
only  about  SSI,  but  about  the  other  resources  and  services  that  are 
available. 

Mr.  Card  WELL.  Could  I  comment  at  that  point,  Mr.  Chairman? 

Senator  Church.  Yes,  certainly. 

STATEMENT  OF  HON.  JAMES  B.  CARDWEIL— Continued 

Mr.  Cardwell.  I  think  there  are  two  other  things  we  might  add,  but 
before  doing  that,  I  would  indicate  that,  as  Commissioner  Flemming 
has  suggested,  as  far  as  long  term  continuing  outreach  is  concerned 
with  respect  to  the  aged,  we  would  look  to  the  Administration  on  Ag- 
ing to  be  in  the  forefront  of  that  overall  effort  on  a  continuing  basis. 
However,  I  would  see  ourselves  as  doing  two  special  SSI-oriented  out- 
reach steps  following  phase  2,  and  I  couldn't  at  this  stage  tell  you  ex- 
actly when  and  how  we  would  do  them. 

We  would  need,  using  census  samples  and  the  like,  we  need  to  make 
another  effort  to  be  sure  we  have  the  right  estimate  of  the  universe,  and 
we  have  got  to  contimie  to  work  on  that.  I'm  not  satisfied  that  we  know 
the  universe  yet. 

And  I  think  the  other  thing  that  the  sample  would  lend  itself  to 
would  be  the  determination  of  an  evaluation  of  the  outreach  effort  it- 
self. I'm  trying  to  sample  the  population  to  see  how  many  of  them 
have  heard  of  tlie  SSI  outreach  effort,  whether  it  meant  anything  to 
them,  whether  the  approach  interested  them,  and  whether  it  encour- 
aged them  to  come  in,  or  discouraged  them  from  coming  into  a  Social 
S(H'urity  office.  AVe  need  to  examine  that. 

Those  are  things  that  we  will  work  on  perhaps  starting  in  the  winter. 

Commissioner  Flemming.  Mr.  Chairman,  if  I  could  just  give  you 
one  brief  case  history  which  shows  the  accumulated  impact  of  these 
outreach  efforts.  This  comes  from  the  report  submitted  to  us  by  the 
Eed  Cross,  and  it  says : 

Many  people  contacted  in  SSI-Alert  had  been  known  to  the  Red  Cross  chapter 
in  project  FIND,  which  was  carried  on  a  little  over  a  year  ago.  One  woman 
was  remembered  whose  income  was  $75  per  month  with  no  other  assets.  She 
never  ate  lunch,  her  reason  being  she  was  not  hungry.  After  she  received  food 
stamps,  she  began  eating  lunch.  She  was  assisted  in  applying  for  SSI,  and  when 
she  received  her  first  check,  she  was  so  happy  because  the  check  was  the  most 
money  she  had  ever  had  at  any  one  time  in  her  life. 

Now,  that's  just  one  case  history,  which  I  tliink  does  illustrate  the 
cumulative  impact  of  continuous  outreach  efforts. 

Senator  Chitrch.  Thank  you  very  much.  Commissioner  Flemming. 
I  do  concur  with  you  tliat  one  of  the  most  difficult  problems  we  face  in 
connection  with  any  of  these  programs  is  making  certain  that  the 
knowledge  of  them  reaches  people  that  oftentimes  are  terribly  isolated 
from  contact  and  what's  going  on. 

Senator  Tunney  has  asked  me  to  put  a  couple  of  questions  to  you. 
I  want  to  put  liis  questions,  together  with  a  letter  he  has  written  to 
you,  concerning  tlie  SSI  program,  into  the  record.  The  letter  is  dated 
July  12. 

He's  asked  that  a  copy  of  the  letter  be  included  in  the  record. 

[The  letter  follows :] 
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U.S.  Senate, 
Special  Committee  on  Aging, 
WasUngton,  D.G.,  July  12, 1974. 

Dear  Commissionee  Cakdwell  :  I  am  writing  to  urge  that  you  immediately  in- 
stitute an  emergency  plan  that  will  ensure  that  Supplemental  Security  Income  re- 
cipients receive  their  benefits  on  a  regular  basis. 

Since  the  inception  of  the  program  in  January,  my  offices  in  Washington  and 
California  have  been  beseiged  by  complaints  from  aged,  blind  and  disabled 
persons— some  facing  eviction,  some  unable  to  buy  food — that  their  checks  are 
arriving  weeks  or  months  late,  or  not  arriving  at  all. 

In  San  Diego  alone,  the  Director  of  the  Social  Security  Office  has  said  there  are 
880  aged,  blind  and  disabled  persons  who  are  not  receiving  their  checks  on  time. 
Some  have  never  received  their  benefits. 

These  benefits  are  matters  of  right  and  of  law  for  the  recipients.  With  today's 
crushing  inflation,  many  of  them  have  been  forced  literally  into  a  battle  for 
survival  because  of  the  Social  Security  Administration's  inefficiencies  and  its 
failure  to  systematize  the  SSI  program. 

This  week,  a  womau  called  my  San  Diego  office  because  she  had  not  received 
her  benefit  check.  She  is  67,  has  a  heart  condition,  she  is  penniless  and  totally 
without  food. 

In  Los  Angeles,  a  terminal  cancer  patient  had  not  received  a  benefit  check  since 
April  and  called  my  office  out  of  sheer  desperation. 

It  took  six  calls  from  my  office  to  the  Social  Security  Office  to  obtain  a  forced 
payment  for  a  couple  who  had  been  without  benefits  since  April. 

Recipients  complain  that  they  cannot  get  through  the  switchboards  at  local 
Social  Security  Offices  and  that  when  they  appear  in  person,  they  are  often  given 
the  bureaucratic  shuffle. 

I  am  sure  you  are  aware,  Mr.  Commissioner,  that  thousands  of  elderly,  blind 
and  disabled  Americans  have  been  reduced  to  scrounging  for  food  in  garbage  cans, 
to  shoplifting  from  supermarkets,  to  eating  dog  food  for  survival. 

It  is  of  little  solace  to  these  people  to  hear  explanations  about  computer  mis- 
programming  or  other  excuses  by  the  Social  Security  Administration. 

Simple  decency  and  humanity  demand  that  you  immediately  develop  an  emer- 
gency plan  to  systematize  the  SSI  program  and  get  benefit  checks  to  recipients 
regularly  and  on  time. 

Deadlines  must  be  set  and  met  to  process  claims.  Adequate  counseling  must  be 
offered  to  both  Social  Security  personnel  and  applicants  and  recipients  to  ensure 
that  errors  are  not  made  when  information  is  put  on  computers. 

We  are  dealing,  Mr.  Commissioner,  not  only  with  the  dignity  of  thousands  of 
elderly,  blind  and  disabled  American  citizens,  but  witli  their  very  survival. 

I  urge  you  to  put  the  Social  Security  Administration  on  an  around-the-clock 
basis  if  necessary  to  make  the  program  effective  and  efficient.  We  cannot  tolerate 
further  delays. 

I  see  no  reason  why  a  program  in  operation  for  more  than  six  months  cannot 
be  made  to  operate  satisfactorily  by  the  end  of  .Tuly.  I  implere  you  to  meet  this 
deadline  and  urgently  request  that  you  outline  steps  you  will  take  to  meet  it 
within  one  week. 
Sincerely, 

John  V.  Tun  net, 

U.S.  Senator. 

Senator  Church.  After  I  put  those  two  questions  of  Senator  Tun- 
ney  to  you,  I  want  to  turn  to  you.  Senator  Fono^.  for  your  questions, 
and  then  I  will  follow  with  my  own. 

Senator  Tunney  has  asked  me  to  pose  these  two  questions  to  you  on 
his  behalf. 

First,  has  the  Social  Security  Administration  ^iven  consideration 
to  the  possible  use  of  an  ombudsman  to  provide  assistance  in  resolving 
claims,  or  perhaps  provide  information  to  applicants? 

Misunderstanding  of  How  OrriCES  Are  Run 

]Mr.  Card  WELL.  Well,  I  think  specifically  and  literally  the  answer 
would  be  no.  I  was  told  of  that  inquiry  and  haven't  had  a  chance  to 
examine  it  in  my  own  mind  thoroughly,  but  at  this  stage,  as  an  interim 
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response.  I  would  say  that  I  think  the  question  may  suggest  a  misun- 
derstanding of  how  the  SSA  district  offices  are  run. 

By  and  large,  they  are  fairly  small  organizations.  I  would  hope 
that  each  and  every  employee  there  would  see,  as  his  purpose  in  being 
tliere,  the  recognition  of  the  needs  and  concern  for  the  claimant.  In 
other'  words,  I  don't  think  there's  a  need  for  a  special  advocate  to  be 
centered  in  each  district  office,  of  which  there  are  over  1,100  by  the 
way.  I  think  the  ombudsman  idea  itself,  as  I  understand  the  question, 
is  not  really  needed.  .  •  ■,     ■, 

Senator  Church.  But  these  volunteers  that  are  working  with  the 
SSI- Alert  program  are  really,  in  a  sense,  ombudsmen. 

Mr.  Cardwell.  Some  are  ombudsmen.  In  the  Midwest,  particularly, 
they  have  taken  on  that  role,  but  I  would  say  I  think  the  problem  that 
Senator  Tunney  is  probably  concerned  about  would,  I  hope,  work 
itself  out  as  we  gain  greater  experience  on  reference  and  referral  to 
other  social  service  sources,  and  as  we  improve  our  own  capacity  to  re- 
spond quicklv. 

I  think  the  feeling  that  there  needs  to  be  a  special  advocate  will 
eventually  subside.  At  least,  that  would  be  my  hope. 

Senator  Church.  Second,  Senator  Tunney  sent  you  a  letter  that 
I  have  incorporated  in  the  record.  I  don't  know  if  you've  had  an  op- 
portunity yet 

Mr.  Cardwell.  No. 

Senator  Church.  He  wants  to  know  whether  anything  has  been 
done  to  improve  upon  the  present  telephone  service  to  minimize  the 
delays  for  Social  Security  beneficiaries  or  applicants. 

Mr.  Cardwt:ll.  Well,  this  is  very  close  to  the  question  you  recently 
asked  us  in  a  letter.  The  agency  has.  o^'er  recent  years,  been  moving 
more  and  more  toAvard  use  of  what  is  called  teleservice  centers,  where 
particularly  in  metropolitan  regions,  a  single  number  would  link  the 
telephone  inquiry  into  a  central  point,  and  that  point  would  attempt 
to  answer  a  question.  If  they  couldn't  answer  it,  they  would  refer  the 
question  to  the  district  office  for  reply.  We've  been  adding  a  number 
of  teleservice  centers  fairly  steadily  each  year. 

We  are  having  a  particularly  difecult  problem  in  the  Los  Angeles 
area  center.  Our  own  monitoring  of  the  centers  suggest  that  people  are 
not  getting  through — the  number  of  calls  exceeds  the  capacity,  and  we 
are  at  work  on  that.  The  broader  question  of  the 

lES  Initiates  Phone  Service 

Senator  Church.  May  I  just  interrupt  there.  The  center  you  de- 
scribed might  very  well  be  useful  in  a  large  metropolitan  area,  but  in 
many  parts  of  the  country,  in  the  rural  areas  of  the  country,  in  my  own 
State  for  example,  it's  a  big  State — 85,000  square  miles — and  the 
population  is  distributed  rather  evenly  over  the  State.  I  don't  know  for 
sure,  I  think  we  have  four  Social  Security  offices  in  tlie  State,  four 
different  districts,  possibly  five — I'd  have  to  check  to  be  sure — many 
people  have  traveled,  some  have  to  travel  considerable  distances  to 
reach  these  district  offices  and  many  of  them  are  on  very  limited  in- 
comes, and  in  order  to  telephone  the  office  they  have  to  pay  long-dis- 
tance rates  oftentimes,  and  the  Internal  Revenue  Service  which  has 
one  district  office  in  the  State  has  attempted  to  rectify  this  by  establish- 
ing a  phone  number  which  is  available  in  the  local  directory  through- 
out the  State,  and  a  person  may  call  that  number  and  reach  the  district 
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office  without  the  need  to  pay  long-distance  rates,  and  thus  establish 
telephonic  communication  with  the  municipal  district  office. 

Would  such  an  arrangement  be  feasible  for  Social  Security,  partic- 
ularly in  these  rural  States  that  will  not  have  the  benefit  of  your  com- 
munication center  ? 

Mr.  Cardwell.  I  think  generally  the  answer  to  that  should  be  yes. 
We've  looked  at  the  IRS  arrangement,  and  we  think  we've  been  mov- 
ing generally  in  the  same  direction. 

We  do  not  advertise  or  publicize  the  question  of  who  pays  the  toll, 
and  I  am  told,  although  I  haven't  examined  it  personally,  that  there 
are  some  legal  restrictions  that  we  would  face  there.  We  will  examine 
those  in  response  to  your  letter,  but  leaving  that  aside,  we  are  now 
providing  toll-free  service  to  about  80  percent  of  the  population  we 
serve,  and  there  needs  to  be  a  public  policy  decision  as  to  whether 
it  should  be  100  percent. 

There  happens  to  be  one  claimant  from  the  Midwest  who  calls  my 
home  toll  free  for  some  purposes. 

I  do  think  that  we've  got  to,  and  I  think  that  we  are  trying  to, 
facilitate  access  to  Social  Security  through  the  use  of  the  telephone. 
We've  concentrated  first  in  the  metropolitan  areas,  and  your  sugges- 
tion is  to  pay  some  attention  to  the  more  remote  areas.  I  think  it's  a 
proper  suggestion. 

Senator  Church.  Well,  only  because  in  those  areas  people  have 
longer  distances  to  travel,  and^  the  problems  they  face  may  be  more 
acute  than  in  metropolitan  areas. 

Mr.  Cardwell.  I  think  we  have  decided  essentially  though  that  a 
single  national  toll-free  number  would  not  work  well,  partly  because 
we  are  dealing  with,  when  we  talk  about  referral  services  particularly, 
regional  variations  that  would  be  awfully  difficult  to  control  centrally. 
Our  general  thinking  is  that  we  should  have  central  regional  num- 
bers that  are  tailored  to  the  region,  which  would  permit  a  person 
to  call  a  single  number  without  worrying  as  to  whether  he's  getting 
the  right  office.  That's  our  long-term  objective. 

Senator  Church.  Well,  I'm  glad  that  you're  looking  further  into 
this  because  I  think  it  would  be  one  avenue  by  which  communications 
could  be  improved,  as  well  as  the  service  improved. 

Mr.  Cardwell.  I  would  caution  that  these  highly  concentrated  tele- 
phone service  arrangements  do  have  their  problems,  and  of  the  two  big 
problems  that  we  find,  one  is  traffic  control. 

Traffic  control  turns  out  to  be  a  much  more  difficult  problem  than 
we  were  told  in  the  analyses.  I  think  there  is  just  a  natural  limit  to 
how  much  line  we  can  work  into  one  place. 

But  second,  it's  the  training  of  our  own  staff.  Bear  in  mind  these 
are  people  who  are  paid  largely  at  clerical  salary  levels,  to  answer 
forthrightly  and  on  the  spot  what  turn  out  to  be  some  fairly  complex 
questions. 

Those  two  problems  so  far  have  plagued  us,  but  we  still  are  encour- 
aged. We  think  that  it  is  the  right  answer,  and  we  will  stay  with  it. 

Social  Security  System  Called  "Transfer  Plan" 

Senator  Church.  Finally,  Senator  Tunney  has  this  question  for 
you. 

The  July  15  edition  of  U.S.  News  &  World  Report  described  a 
number  of  so-called  myths  with  regard  to  the  Social  Security  program. 
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For  example,  the  article  said,  "The  system  has  been  'sold'  as  a  kind  of 
'social  insurance.'  "  The  author  of  the  article  later  stated,  "The  fact 
is  quite  different.  The  Social  Security  system  is  little  more  than  a 
transfer  plan  under  which  younger  workers,  through  their  taxes,  pay 
for  the  benefits  of  those  in  retirement  or  disabled,  or  their  survivors 
and  dependents." 

What  would  be  your  response  to  this  charge  ? 

Mr.  Cardwell.  Well,  I  would  say  first  that  that  article  by  and  large 
is  one  of  the  more  responsible  and  more  accurate.  However,  you  have 
put  your  finger  on,  I  think,  one  of  the  inconsistencies,  inaccuracies  in 
that  article,  and  the  one  that  shows  up  in  all  of  the  articles,  and  there 
are  a  number  appearing  these  days.  It's  the  allegation  that  it  really 
isn't  an  insurance  arrangement  at  all,  and  that  it  is  an  intergeneration 
transfer  system. 

The  point  is,  it  is  both.  They  are  not  mutually  exclusive,  and  when 
people  say  as  a  matter  of  fact,  which  this  writer  did,  that  it's  not  in- 
surance, what  he  was  saying  is  it's  not  an  annuity  system  and  that  is 
correct.  It  is  not  an  annuity  system  guaranteeing  that  a  person  will 
get  back  what  he  puts  into  the  plan.  It  was  never  intended  to  be.  But 
neither  do  many  types  of  private  insurance  provide  a  guaranteed  re- 
turn. If  I  could  use  another  bit  of  insurance  jargon.  Social  Security  is 
like  a  group  or  casualty  insurance  arrangement.  Just  as  we  have 
group  health  insurance  or  fire  insurance  on  our  houses  which  we  may 
never  collect,  it's  there  to  insure  us  against  that  casualty  should  it 
occur,  and  thus  people  are  treated  disproportionately  depending  on 
whether  or  not  they  experience  one  of  the  risks  against  which  the 
program  insures. 

Social  Security  is  just  that.  It's  an  arrangement  in  advance,  taken  to 
insure  a  person  against  lost  capacity  to  make  a  living,  to  earn  money, 
loss  resulting  from  his  retirement  or  his  death,  or  his  disability. 

So  I  would  argue  that  it's  just  as  wrong  to  say  it's  not  insurance  in 
that  sense,  as  it  would  be  wrong  to  say  it's  not  an  intergeneration 
transfer  system,  because  it  is  that  also. 

The  current  workers,  under  the  financing  arrangement  pay  the 
current  costs  of  those  who  are  retired. 

The  other  reason  many  writers  jump  to  the  conclusion  it  is  not  in- 
surance is  that  they  have  this  image  which  in  itself  would  be  a  myth 
when  examined  in  the  commercial  insurance  field,  that  all  insurance 
systems  are  backed  up  by  cash  reserves  that  would  be  able  to  permit 
them  to  pay  off  all  the  policyholders. 

Financing  Backed  by  Government 

The  financing  of  this  system  is  backed  by  the  U.S.  Government,  and 
I  would  submit  that  the  day  the  Social  Security  program  caimot  and 
does  not  pay  its  way  is  the  day  when  private  insurance  will  also  be 
broken  down — our  whole  economic  system  will  be  broken  down.  It's 
as  good  as  or  as  strong  as  one's  own  confidence  in  our  system  of  govern- 
ment, in  my  judgment. 

Senator  Church.  Well,  my  father  was  a  very  conservative  man, 
a  very  staunch  Republican,  and  he  used  to  say  that  he  always  invested 
in  Government  bonds  because  he  didn't  have  much  confidence  in  the 
economy.  He  thought  that  a  terrible  collapse  was  always  just  around 
the  corner,  and  he  figured  that  the  last  thing  to  go  would  be  the 
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Government,  and  that,  therefore,  among  poor  choices  for  investment, 
Government  bonds  represented  the  best. 

Maybe  in  this  sense  Social  Security  is  a  safe  investment. 

Mr.  Cardwell.  That  I  think  is  correct.  It  is  my  feeling  generally. 

Senator  Church.  Senator  Fong,  do  you  have  questions  that  you 
would  like  to  ask? 

Senator  Fong.  Yes.  Mr.  Cardwell,  you  have  been  with  Social  Secu- 
rity for  a  long  time.  Let  me  ask  you  this  question.  Who  really  is 
providing  the  Social  Security  philosophy,  or  looking  into  the  subject, 
or  really  studying  it  so  that  we  up  here  on  Capitol  Hill  can  get  a 
very  comprehensive  concept  of  where  we  are  going,  where  we  are, 
and  what  we  are  doing  ? 

Mr.  Cardwell.  I  think  that  is  an  excellent  question.  First,  I  haven't 
been  with  Social  Security,  per  se,  very  long.  You've  known  me  for  a 
long  time. 

Senator  Fong.  HEW,  yes. 

Mr.  Cardwell.  My  earlier  time,  usually  at  HEW,  but  anyway,  I 
happen  to  think,  as  someone  who's  made  his  life  work  in  Government, 
that  this  is  a  fairly  rare  program  in  that  regard,  in  that  it  has  two 
built-in  watchdog  mechanisms  that  are  in  the  law  itself,  and  most 
Federal  programs  do  not  have  such  prearrangements  for  evaluation 
and  commentary  to  the  Congress  and  the  public. 

The  two  that  I  mentioned — there  is  a  requirement  in  the  law  that 
the  program  be  evaluated  by  a  citizens  advisory  committee  every  4 
years,  and  such  an  advisory  council  is  in  place  and  working  at  this 
moment,  and  is  scheduled  to  have  its  report 

Senator  Fong.  Is  that  sufficient,  an  advisory  council  that  meets 
every  4  years  when  Social  Security  is  such  a  viable  thing  that  it's 
changing  all  the  time  ? 

Mr.  Cardw^ell.  Well,  I  think  it  is,  myself.  I  think  every  4  years  is 
sufficiently  frequent. 

Written  Report  on  Trust  Funds 

The  other  arrangement  is  that  there  is  a  requirement  in  the  law 
that  the  Board  of  Trustees,  made  up  of  the  Secretary  of  the  Treasury 
who  is  the  chairman,  and  the  Secretaries  of  Labor  and  HEW  must 
render  to  the  Congress  and  again  to  the  public  as  well  a  written  report 
of  the  status  of  and  outlook  for  the  trust  funds  themselves,  and  that 
must  be  done-  every  year.  Also,  this  particular  program  has  had  con- 
gressional oversight  exercised  by  the  Senate  Finance  Committee  and 
the  House  Ways  and  Means  Committee. 

I  think  the  opportunity  for  the  Congress  to  keep  abreast  of  the 
program — its  development  and  the  choices^ — ^is  exceptionally  good.  I 
don't  know  whether  or  not  the  full  Congress  has  always  taken  ad- 
vantage of  those  opportunities,  but  I  think  the  opportunities  are 
there. 

This  advisory  council  will  deal  with  most  of  the  major  subjects 
and  topics  and  issues.  I  could  give  you  a  list  of  them,  if  you  like,  that 
are  now  before  the  public.  They  include  the  things  that  you  are  hear- 
ing about  and  the  subject  we  just  talked  about.  Their  reports  on  these 
things  will  be  there  for  people  to  consider.  I  think  we  have  some 
adequate  checks  and  balances  myself.  I  think  they  should  be  used 
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Senator  Fong.  Don't  you  think  there  should  be  a  separate  council, 
a  more  permanent  council  to  be  working  every  day  on  the  problems— 
outside  of  the  administration  people  who  are  directly  concerned  with 
administration — so  as  to  give  it  a  little  bit  more  outside 

Mr.  Cardwell.  Well,  I  think  the  practicalities  of  making  that  work 
effectively  are  at  best  limited.  I'll  explain  why  I  think  so.  I  think  that 
the  subjects  have  such  great  significance  to  the  economy  of  the  country, 
the  sense  of  well-being  of  the  people,  that  these  kinds  of  in-depth 
reviews  deserve  the  best  thinking  that  we  can  have,  and  I  think  it 
deserves  thinking  from  a  cross-section  of  the  public. 

My  guess  is  that  if  we  try  to  establish  a  standing,  permanent  organi- 
zation for  that  purpose,  it  would  tend  to  gravitate  toward  a  built-in, 
perhaps  less  objective,  bureaucratic  approach  to  our  very  complex 
problems. 

In  other  words,  T  think  your  chance  of  bringing  the  best  minds  is 
increased  if  vou  have  a  secular  approach  and  if  you  draw  people  from 
outside  of  the  Government  rather  than  estal)lish  a  Government  ar- 
rangement for  that  purpose. 

Senator  Fong.  Now,  you've  read  quite  a  few  articles  in  various  maga- 
zines, which  seem  to  be  very  alarming  as  to  where  we  are  going,  when 
we'll  reach  there,  what  the  number  of  people  that  will  he  working  will 
be,  who  will  be  taking  care  of  the  people  who  are  not  working. 

It  was  intended  some  time  back  that  10  working  persons  take  care 
of  1  nonworking;  then  it  dropped  to  7  to  1.  I  think  it  is  now  2  to  1 
or  3  to  2,  or  something  like  that. 

Mr.  Cardwell.  It's  about  3  to  1  at  the  moment.  And  75  years  from 
now,  it's  predicted  to  be  about  2  to  1 . 

Senator  Fong.  Yes,  one  person  drawing  Social  Security  for  every 
three  that  are  working.  Now,  doesn't  that  alarm  you  ? 

Rising  Infi^vtion  Rate  Within  Economy 

Mr.  Cardwell.  Well,  I  think  it  in  a  way  reflects  the  dynamics 
of  our  society  and  the  role  that  we've  assigned  the  Government.  We 
are  a  part  of  what  has  been  up  until  this  time  a  rapidly  growing 
population.  Now,  we  have  also  had  an  expanding  economy,  and  in 
recent  years  we  have  been  experiencing  a  rising  inflation  rate  within 
that  econoni}'. 

The  latter  point  has  been  heightening  congressional  interest,  and 
congressional  response  to  it  has  been  to  increase  the  benefit  levels, 
both  the  current  and  long  term. 

A  new  phenomenon  has  entered  the  picture  which  adds  to  the  com- 
plexity and  would  create  the  concern  tliat  you  are  asking  about,  and 
that  is  the  realization  now  that  if  future  demographic  conditions 
develop  as  our  current  population  estimates  suggest,  we  would  have  a 
very  tight  ratio  of  current  workei*s  to  current  beneficiaries,  and  on 
straight  demographic  projections  I  wouldn't  quarrel  with  those  facts. 

However,  I  would  remind  everybody  that  we  don't  know  enough 
now,  and  we  haven't  given  enough  attention  to  what  a  society  built 
around  a  zero  population  growth  rate  would  be  like,  how  it  would 
behave  economically  and  socially. 

For  example,  not  included  in  the  equation  so  far  is  a  question  that 
someone  might  well  want  to  examine :  What  happens  to  other  depend- 
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ency  concerns?  Tliis  is  a  dependency  concern,  a  concern  for  how  we 
provide  for  our  older  citizens  and  their  welfare  and  well-being. 

We  also  have,  at  various  levels  of  government,  and  in  the  private 
sector  also,  other  mechanisms  to  cover  the  dependency  of  young  people. 
If  the  population  is  now  predicted  to  curb  75  years  f  I'om  hence,  depend- 
ency I'equirements  of  young  people  will  not  be  as  great,  while  the 
dependency  requirements  for  older  people  as  a  group  will  l)e  greater. 

The  behavior  of  the  work  force  has  iiot  been  sufficiently  analyzed. 
If  the  work  force  has  self-limiting  features,  it  may  behave  quite 
diti'erently.  People  could  work  longer  and  retire  later  because  of 
economic  incentives. 

Xone  of  those  things  have  been  adequately  analyzed,  so  I  would 
have  to  say  I'm  not  yet  terribly  concerned.  I  think  the  system  is  viable. 
I  thiuk  the  Congress  and  the  jniblic  policymakers  will  have  ample 
opportunity  to  look  at  the  phenomena  of  a  changing  birth  rate  in  the 
context  of  a  rising  inflationary  rate,  which  is  what  is  happening. 

Those  two  things  need  to  be  examined  and  put  in  perspective.  I 
think  there's  ample  time  to  do  it.  I  think  it  can  be  done.  I  think  we 
have  all  the  imagination  and  all  the  skill  it  would  take  to  do  it. 

Senator  Fong.  All  right.  If  the  projection  is  correct,  then  three 
persons  working  would  take  care  of  two  retired — do  you  think  that 
could  be  done  ? 

Mr.  Cakdwell.  Under  the  present  arrangement,  yes,  I  think  it  could 
be  done.  I'm  not  at  this  stage  advocating  it.  As  I  said,  I'm  not  sure  if 
it  will  come  to  that. 

You  see.  that  is  a  straight,  simple  projection,  and  it's  the  best  that 
one  can  do  given  the  economic  and  demographic  indexes  that  we  nor- 
mally make  projections  with,  but  I  think  the  thing  is  really  a  lot  more 
complex  and  subtle  than  that,  and  I  don't  really  think  it  will  ever 
come  to  that. 

I  don't  know  whether  I  answered  your  question  or  not. 

Senator  Fong.  It's  very  difficult  for  me  to  see  how  if  they  take  $800 
from  me  a  year — I  think  that's  what  they  take  at  the  maximum,  for 
Social  Security — and  if  three  of  us  were  working  and  they  took  $2,400 
from  the  three  of  us.  and  thev  paid  more  than  $2,400  to  each  person 
w'ho  is  retired,  how  that  could  be  done,  and  yet  you  say  you  think 
it  could  be  done.  Mathematicalh^,  it  won't  work,  will  it? 

ToTAT.  Payment  of  $1,300  Per  Worker 

]Mr.  Cardwell.  Actually,  for  the  OASDI  program,  the  current 
maximuui  deductions  on  the  employee  himself  are  about  $650  this  year. 
In  addition,  however,  there  is  an  employer  contribution,  so  that  the 
total  payment  to  the  system  would  be  $i.300  per  worker  rather  than 
$800.  But  it  would  be  more  realistic  if  we  based  our  calculations  on 
average  earnings.  This  Avould  result  in  contributions  per  worker,  in- 
cluding the  employer  contribution,  of  only  about  $600. 

However,  even  at  these  earnings  levels,  the  contribution  income  will 
only  be  about  li/o  percent  less  than  the  benefit  outgo  for  1974.  When 
total  income  and  outgo  for  the  next  couple  of  3'ears  ai-e  considered, 
our  projections  indicate  that  annual  income  will  exceed  annual  outgo. 
Over  the  long  run  though,  current  projections  show  an  actuarial  im- 
balance of  close  to  3  percent  of  taxable  payroll. 
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Senator  Foxg.  And  they  project  that  in  the  future  years  probably 

^^Mr^C^KDWELL.  As  I  said.  I  think  that's  an  exao;o-eration.  to  sit 
here  today  and  predict  tliat  75  years  from  lience  tliere  wdl  be  a  certain 
ratio  of  "workers  to  retirees.  I  think,  on  the  wliole,  that  it  those 
phenomena  emerge,  others  will  come  in  and  wdl  have  an  impact  on 
the  value  of  the  money,  the  style  of  work,  the  relationship  ot  the 
various  kinds  of  dependency.  ,      i     i  •  ^  ^^    *■ 

If  anything,  we  may  be  flagellating  ourselves  by  looking  out  that 
far  ahead  and  using  the  indicators  we  have.  , 

I  don't  want  to  sav  there  isn't  a  logical  and  proper  questmn  to  be 
asked  at  this  time.  There  is.  This  is  tlie  time  to  deal  with  the  question. 
As  I've  said,  this  advisory  council  which  will  be  reporting  m  the 
late  winter,  will  be  oiving  some  suggestions  in  response  to  it. 

I  think  the  administi-ation  itself  will  probably  make  some  comments 
on  it  in  the  upcoming  buds^et  proposals  coming  before  Congress. 

Senator  Foxo.  Thcv  pi-oject  that  probably  a  retiree  at  6.5  would 
get  $2,000  a  month  or  $2,500  a  month.  Is  that  too  i-idiculous  an  amount 
to  be  thinking  about  ? 

Mr.  CahdwklTv.  Tliat  all  depends  on  Avhat  happens  to  tlie  cost  ot 
living.  If  that  happens,  a  loaf  of  bread  will  cost  a  lot,  too.  Our 
whole  value  set  will  have  changed. 

Senator  Foxo.  How  many  times  did  the  advisory  council  meet  last 

year  ? 

Mr.  Carhwell.  Well,  the  advisoi-y  council  was  not  convened  last 
year.  ITndei-  this  statute,  it  should  have  been  appointed  in  197?).  but 
this  council  got  a  late  stai-t.  Its  7-eports  are  due  by  January  1,  1975, 
and  upon  transmission  of  those  rei)orts  to  the  Trustees  and  tlie^Con- 
gress  it  will  disband.  The  next  council  is  to  be  appointed  in  1077. 

Senator  Foxcx.  They  just  meet  once  a  year  ? 

Mr.  Cakdwele.  They  are  appointed  once  every  4  years,  and  they 
meet  as  fi-equently  as"  they  wish,  over  a  jKM'iod  of  nearly  2  years. 

Senator  Foxg.  And  then  who  does  the  staff  work  ? 

Mr.  Cardwele.  This  particular  council  is  relying  heavily  on  its 
own  staff,  although  the  Social  Security  Administration  is  giving 
them  executive  secretary  support.  They  have  consulted  members  of 
the  academic  community  from  outside  and  othei's  outside  more  than 
they  have  looked  inside  to  the  Government. 

Prior  councils  have  apparently  relied  heavily  upon  Social  Security 
staff  advice.  AVe  are  behaving  as  participants  but  they  have  their  own 
staff',  and  they  are  going  to  develop  their  own  alternatives. 

Senator  Foxg.  AVhat  kind  of  appropriation  does  the  council  have? 

Salaries  axo  Expexses  Fixaxced  From  Witiiix 

Mr.  Cardwele.  Oh.  there  isn't  a  specific  budget  for  the  advisory 
council.  Their  salaries  and  expenses  are  financed  from  Avithin  the 
trust  funds.  Their  administrative  expenses  are  not  significant.  The 
vrhole  thing  costs  less  than  $200,000. 

Senator  Foxg.  Is  it  necessary  to  really  have  a  more  Arable  council 
to  study  this  pi'oblem  in  more  depth,  and  giA'e  it  more  attention  than 
the  council  is  now  doing  ? 
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Mr.  Cardwell.  I  wouldn't  want  to  assume  that  this  council  is  not 
viable.  It's  chaired  by  the  head  of  a  major  university,  has  several 
very  prominent  business  leaders  on  it,  including-  an  actuary,  and  three 
representatives  from  the  union  movement.  It  has  six  representatives 
of  the  general  public — including  one  representative  of  the  interests 
of  the  aging,  a  self-employed  person,  an  economist,  and  a  noted  black 
leader.  I  wouldn't  want  to  suggest  that  it's  not  viable.  I  think  that 
it  is.  I  would  have  to  see  it  given  a  chance  to  do  its  work. 

Senator  Foisrc.  Now,  you  have  taken  over  3  million  persons  from 
the  OAA  program  from  the  States.  In  that  respect,  how  much  money 
do  you  think  that  you  have  relieved  the  States  of  having  to  spend  ? 

Mr.  Cardwell.  Well,  it's  hard  to  say  what  the  States  would  have 
spent.  Let's  put  it  this  way.  The  State  expenditures  in  tlie  aggregate 
are  holding  at  about  the  pre-SSI  level  and  Federal  expenditures  are 
going  up. 

Some  individual  States — California  and  New  York,  I  think  would 
be  good  examples^iave  increased  tlieir  net  outlays,  but  looking  across 
the  States  in  the  aggregate,  the  total  expenditures  of  all  the  States 
is  holding  about  steady  and  the  Federal  Government  has  increased 
by  about  50  percent  its  outlays  so  far  on  behalf  of  this  constituency 
group. 

Senator  Fong.  I  see.  How  much  would  that  be  ? 

Mr.  Cardwell.  The  pre-SSI  costs  were  over  $3  billion,  of  which 
the  Federal  share  was  $2  billion,  and  tlie  State  share  was  over  $1  bil- 
lion, roughly.  By  the  end  of  this  fiscal  year,  we'll  be  approaching  $5.5 
billion,  of  which  the  Federal  share  will  be  over  $4  billion. 

Senator  Fong.  I  see,  so  the  Federal  Government  has  doubled  its 
outlay. 

JNIr.  Cardwell.  Yes,  the  Federal  Government  will  more  than  double 
on  behalf  of  the  beneficiary  group.  The  group  will  have  had  their 
benefit  levels  increased  as  a  result  of  SSI. 

Senator  Fong.  In  the  replacement  of  checks,  what  has  been  the  ex- 
perience of  Social  Security  in  the  number  of  checks  that  have  been 
lost  or  have  been  misplaced  and  have  to  be  replaced  ? 

Mr.  Cardwell.  Social  Security  itself  runs  an  experience  rate  of 
one-half  of  1  percent  per  month.  SSI  runs  a  lot  higher.  Welfare  gen- 
erally runs  a  lot  higher.  We're  expecting  it  to  level  off  at  about  2 
percent. 

Senator  Fong.  And  what  percent  of  that  would  be  because  of  fraud, 
people  stealing  it,  people  negotiating  it  when  they  are  not  supposed 
to  negotiate  it  ? 

Mr.  Cardwell.  I  don't  have  in  my  head  any  firm  statistics  to  even 
put  them  in  the  record.  The  Treasury  Department  from  time  to  time 
makes  analyses  of  checks  that  were  reported  as  nonreceipts  and  which 
later  proved  to  have  been  negotiated,  either  by  the  recipient,  by  the 
payee,  by  a  member  of  his  family,  or  by  close  friends.  Treasury  says 
the  rate  is  pretty  high. 

I  would  be  glad  to  put  it  in  the  record,  their  data  on  this.  I'd  have 
to  ask  them  for  it. 

[The  information  follows :] 
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Information  Furnished  by  SSA,  Based  on  Data  Obtained  From  the  Depart- 
ment OF  the  Treasury 

Random  studies  by  the  Department  of  the  Treasury  provide  statistics  that  40 
percent  of  the  nonreceipt  claims,  where  the  check  has  not  been  returned  as  un- 
deliverable  or  for  any  other  reason  and  has  not  been  negotiated,  result  in  the 
iniuiediate  issuance  of  a  substitute  check.  In  60  percent  of  the  cases,  the  original 
check  has  been  negotiated  when  the  stop  payment  is  to  be  applied.  The  60  percent 
breaks  down  to  8  percent  being  real  forgery  "cases  which  result  in  a  settlement 
cheek  and  52  percent  were  not  valid  claims  in  the  first  place  since  the  beneficiary 
received  and  negotiated  the  original  check. 

Ssnator  Fong.  Is  it  possible  to  have  a  system  in  which  a  person 
negotiating-  it  will  be  recognized  by  a  picture,  by  his  signature,  so  that 
there  \\()uhln"t  be  so  much  fraud? 

]Mi-.  CARinvELL.  Well.  I  guess  this  is  a  possibility.  A  number  of  States 
use  the  system — New  York  did.  I  would  be  very  frank  with  you, 
though.  SSA  as  an  institution  would  be  veiy  concerned  about  that 
idea,  and  our  reason  is  a  bit  complex,  and  let  me  try  to  explani  it. 

Social  Security  Number  Is  Universal  Identifier 

"We  are  concerned  institutionally  about  becoming  the  great  enumer- 
ator for  the  American  population.  We  are  more  and  more  gaining  that 
image  as  the  Social  Security  number  becomes  more  and  more  popular 
as  a  universal  identifier,  and  we  think  that  system  would  drive  us  to 
that  at  an  accelerating  rate. 

Second,  the  administrative  machinery  of  operating  centrally  a  whole 
system  of  photoidentification  for  not  only  more  than  3  million  SSI 
recipients,  but  between  30  and  40  million  beneficiaries  of  SSA's 
programs  would  be  tremendous,  and  we  think  there  are  other  long- 
term  solutions  that  are  much  more  desirable,  not  just  for  that  purpose 
but  for  the  whole  purpose  of  making  payments,  and  that's  direct 
deposits. 

If  we  can  move  ouiselves  at  a  faster  rate  toward  a  direct  deposit 
system  we  will  solve  that  problem,  without  having  gone  into  personal 
privacy  any  more  than  we're  already  in. 

Senator  "Fong.  In  othei-  words,  what  you  mean  is  sending  the  money 
to  tlie  bank,  and  the  man  draws  on  it  himself. 

]Mr.  Cardwell.  Eight.  That's  my  long-term  answer  to  the  problem. 

Senator  Fong.  ]Mr.  Cardwell,  suppose  I  came  to  the  Social  Security 
office  and  I  said  I  am  drawing  a  very  small  amount  of  Social  Security 
and  I  want  the  Social  Security  supplement.  I  have  a  child  who  is  in 
school,  he's  getting  a  free  limch  because  of  the  fact  that  I'm  not  able 
to  pay  for  it.  I'm  drawing  food  stamps. 

How  do  you  coordinate  it?  After  you  have  given  them  the  Social 
Security  supi>1ement,  do  you  notify  the  food  stamp  people,  do  vou 
notify  the  school  that  you  have  taken  care  of  the  problem,  or  how  is  it 
done  ? 

Mr.  Cardwell.  The  SSI  program  does  not  count  food  stamps  as 
income  and  there  isn't  any  accounting  of  the  free  lunch.  That  is.  the 
school  lunch  program  is  not  considered  as  an  income  matter.  However, 
a  person's  being  a  participant  in  food  stamps  could  be  affected  by  his 
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eligibility  for  SSI  because  food  stamp  eligibility  is  generally  income 
related  for  the  household.  However,  in  determining  SSI  eligibility, 
Ave  start  with  the  question  of  the  person's  resources  and  the  amomit 
of  his  earned  or  unearned  income,  including  his  Social  Security  benefit. 
But,  Ave  don't,  depend  on  him  to  tell  us  all  the  information  in  order 
to  determine  SSI  eligibility.  If  he  otherAvise  appears  to  be  eligible, 
his  case  is  then  teletyped  into  Baltimore  and  the  computer  checks  the 
Social  Security  number.  If  he  is  receiving  the  Social  Security  benefits, 
$20  in  Social  Security  benefits  is  not  counted  against  his  SSI  eligi- 
bility. Anything  over  that  $20  is  deducted  from  the  standard  SSI 
payment  amount  on  a  doUar-for-dollar  basis,  and  anything  remaining 
Avould  be  paid  to  him  as  his  SSI  benefit.  The  matter,  howeA'er,  that  must 
be  determined  locally  in  the  district  offices,  relates  to  the  man's  other 
sources  of  earned  and  unearned  income.  This  then  becomes,  I'm  sorry 
to  say,  very  complex.  1  Avish  it  Averen't  so  complex,  but  Ave  haA'e  to  go 
into  the  question  of  Avhether  he  Avorks,  whether  he  OAvns  a  home, 
Avhether  he  oavus  an  automobile,  Avhether  he  has  a  bank  account,  and 
thijigs  of  that  sort,  or  whether  he  has  received  any  other  form  of  State 
assistance  during  the  period  for  Avhich  his  eligibility  is  being  deter- 
mined. 

Eligibility  DKTEiniixATioxs  ]MAnK  by  Pisthtct  Office 

These  determinations  ai'e  done  by  persons  AA'orking  in  the  district 
office,  and  they  do  it  by  asking  a  series  of  questions  and  getting  ansAvers 
of  the  rr-cipient. 

In  the  early  days  of  January  and  February,  this  itself  created  a  lot 
of  confusion  because  many  recipients  and  spokesmen  for  them  assumed 
that  SSI  Avould  eliminate  all  of  this,  and  there  w^ould  be  an  automatic 
flat  gi-ant.  All  a  person  had  to  do  Avas  prove  that  he  was  65.  But  that 
isn't  the  case. 

Senator  Fong.  So  you  haA'e  no  Avay  by  Avhich  you  can  tell  that  a  per- 
son, after  he  has  receiA'ed  support  through  his  supplementary  program, 
and  say  that's  sufficient  for  his  support,  to  see  AA'hether  he  is  still  draw- 
ing food  stamps  or  not.  It's  up  to  the  food-stamp  people  to  check  Avith 
that. 

Mr,  Cardavell.  Well,  that  Avould  be  a  matter  for  State  determina- 
tion, and  I  Avould  ask  the  others  here  to  speak  to  that.  They  knoAv 
more  about  it  than  I,  but  avc  notify  the  State  that  Ave've  put  the  person 
on  the  roll,  and  we  tell  them  every  month  hoAv  much  Ave've  paid  them, 
and  so  the  State  can,  with  that  information,  apply  it  to  their  OAvn 
program.  The  Social  Security  i)art  of  it  Ave  determine  mechanically  in 
Baltimore. 

Senator  Foxg.  So  you  Avork  independently  of  any  other  programs. 

Mr.  Cakdavell.  Well,  ]io;  I  don't  want  to  say  it  that  way.  We  make 
our  oAvn  calculations  independently  and  then  Ave  Avould  feed  back  to 
the  State  or  the  county,  as  the  case  might  be,  all  the  information  that 
they  Avould  need  to  knoAv — Avhat  determination  Ave  made  Avith  respect 
to  that  person,  the  fact  that  we  enrolled  him,  how  much  Ave  pay  him — 
and  if  they  IniA^e  limitations  in  their  OAvn  program,  they  can  apply 
them. 

Senator  Fong.  So,  from  independent  offices  thev  should  catch  that. 

JNIr.  Cardavell.  Yes,  sir.  I  think  that  is  correct  if  you  mean  that  the 
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various  offices  administering  other  programs  wonld  have  access  to  in- 
formation about  SSI  status  needed  in  the  administration  of  their 
[)rograms. 

Senator  Foxg.  Thank  you. 

Senator  Church.  Thank  you,  Senator.  Commissioner,  in  our  field 
lieariuffs  we've  run  across  a  great  deal  of  testimony  about  borderline 
cases.  1  know  this  is  a  problem  that  has  plagued  you.  In  making  your 
determination  for  eligibility,  what  is  the  eligibility  period  that  you 
examine,  what  time  frame? 

]Mr.  Cardwell.  Well,  basically  from  the  time  the  person  first  en- 
countered the  program.  If  he  was  a  person  identified  through  out- 
reach, we  would  start  the  period  whenever  he  indicated  to  us  his  in- 
terest in  determining  whether  he  was  eligible. 

If  he  was  a  person  who  came  in  off  the  street  and  filed  for  benefits, 
the  period  would  commence  the  first  day  of  the  month  in  which  he 
liled.  We  would  take  into  account  his  assets  and  resources  from  that 
point  in  time. 

Senator  CnrRCH.  Yes;  what  I'm  thinking  of,  you're  trying  to  deter- 
mine his  assets  and  his  resources— his  income — now,  over  what  time 
period  ? 

Earned  and  I'xearxed  Ixcome  Evaluated 

]\Ir.  Cardwele.  "Well,  the  calculations  under  the  law  are  made 
(juarterly — a  person's  assets  and  earned  and  unearned  income  are 
evaluated  on  a  quarterly  basis  even  though  the  payments  are  made  on 
a  monthly  basis. 

Seiuitor  Church.  Now  is  it  true  that  if  an  applicant  has  more  than 
$1,500  in  a  bank  account  he  is  considered  ineligible? 

^Ir.  Cardwell.  Yes,  sii-. 

Senator  Ci lurch.  And  a  nuirried  couple  that  has  more  than  $2,250  as 
their  lifetime  savings,  they  would  be  considered  ineligible? 

Mr.  Cardwell.  Yes,  sir. 

Senator  Ciin^cH.  And  what  evaluation  do  you  place  on  the  house 
and  the  automobile  in  making  your  determination,  what  evaluation  do 
you  place  on  it? 

Mr.  Cardwell.  An  automobile  valued  at  less  than  $1,200  is  not 
counted.  With  the  excei)tion  of  two  States — Alaska  and  Hawaii — 
where  the  level  is  $35,0i)(),  the  house  and  all  of  the  land  associated  with 
the  house  are  excluded  fi'om  resources  if  their  total  value  does  not  ex- 
ceed $25,000,  based  on  curient  market  value  as  determined  by  local 
nsses>ment  practices. 

In  January.  February,  ^rarch,  and  even  up  into  April  and  ISIay,  we 
tried  a  policy  which  split  the  land,  if  the  house  seemed  to  be  on  land 
that  was  available  for  agricultural  purposes,  and  we  recently  changed 
that  to  treat  all  the  land  as  a  residence. 

But  in  straight  answer  to  your  question,  it's  a  $25,000  value  limit  on 
a  home  in  all  the  States  bilt  two — Hawaii  and  Alaska — where  it  is 
$35,000. 

Senator  Church.  Does  this  mean  that  people  with  such  limited 
amount  of  money  that  represents  their  savings,  such  as  funeral  ex- 
penses and  that  sort  of  thing,  are  rendered  ineligible  but  may  take  the 
money  and  give  it  to  their  children  or  someone  else  and  become 
eliiiible  ? 
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Mr.  Cardwell.  By  and  large,  I  tliiiil^  the  answer  to  the  question  is 
yes.  It's  a  program  that  has  thresholds  and  people  will  fall  either  on 
the  inside  or  outside  of  the  boundary  line. 

The  former  programs  that  this  replaced  had  the  same  characteristics. 
This  is  one  of  the  inherent  difficulties  in  administering  a  means-tested 
program.  It  shows  up  in  all  such  programs. 

Senator  Church.  Yes.  The  Social  Security  Administration's  inter- 
pretation of  income  charity  is  considered  a  form  of  in-kind  income,  and 
this  has  caused  residents  of  private,  nonprofit  retirement  homes  to 
receive  less  income  under  SSI  than  they  did  under  prior  welfare  pro- 
grams, or  overinterpretation  has  reduced  the  private,  nonprofit  in- 
stitutions' capacity  to  care  for  needy  individuals. 

Now,  it's  my  understanding,  Commissioner,  that  efforts  are  being 
made  to  correct  this  interpretation.  Could  you  give  us  some  additional 
comment  ? 

Mr.  Cardwell.  Well,  I  would  like  very  much  to  be  able  to  give  you 
an  answer  today  as  to  what  the  change  in  interpretation  would  be.  As 
with  many  of  the  SSI  problems,  it  turns  out  to  be  very  complex. 

Interpretation"  or  CoNGRESSioisrAL  Intent 

The  original  idea  started  with  the  interpretation  of  congressional 
intent  which  was  that  income  in-kind  should  and  must  be  recognized 
on  the  theory  that  the  purpose  of  the  program  was  to  provide  a  level 
of  income  maintenance  that  would  be  financed  by  a  combination  of 
sources,  of  which  the  Federal  financial  source  was  but  one. 

It  has  evolved,  as  you  suggested — Ohio  is  the  State  where  we  had 
the  most  difficulty — that  both  charitable  and  personal  contributions 
on  behalf  of  individuals  were  treated  as  unearned  in-kind  income  and 
have  denied  recipients'  benefits  either  entirely  or  have  caused  them 
to  be  at  a  lower  level  than  previously  prevailed  in  the  old  program. 

N^ow,  we  don't  frankly  want  to  see  that  happen.  We  don't  think  that 
it  is  logical  or  sensible  or  equitable. 

Senator  Church.  You  are  trying  to  work  this  out  ? 

Mr.  Cardwell.  Yes,  sir,  we  are  working  on  it,  and  I  would  hope 
that  before  this  committee  finishes  its  deliberations  we  could  have  be- 
fore you  our  latest  thinking  on  the  subject. 

Senator  Church.  Good.  I  wish  you  would,  as  soon  as  you  have  a 
proposal  formulated  that  you  think  will  work,  I  wish  you  would  in- 
form me. 

Mr.  Weikel,  I  have  a  question  for  you.  In  determining  Medicaid 
availability  for  newly  eligible  SSI  recipients  a  State,  I  understand, 
may  opt  to  use  Federal  criteria  or  its  own  criteria.  These  different 
standards  have  caused  some  problems.  Would  you  comment  on  this? 

Mr.  Weikel.  While  the  States  do  have  that  option,  34  of  the  States 
have  chosen  to  accept  the  SSI  criteria  as  a  determination  of  their  ovrn 
Medicaid  eligibility,  and  of  that  numl)er,  8  of  the  States  have  chosen 
to  make  the  eligibility  determination  themselves.  The  other  26  have 
negotiated  wath  the  Social  Security  Admiiiist ration  to  make  that 
determination. 

I  think  some  of  the  problems  that  ]Mr.  Cardwell  has  pointed  out 
in  terms  of  the  implementation  of  the  SSI  program  certainly  had  an 
impact  in  tlie  determination  of  the  Medicaid  eligibility.  We  certainly 
do  have  some  interface  problems,  but  it's  an  area  that  we're  currently 
working  on. 
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Senator  Church.  Do  you  think  it's  desirable  to  have  uniform  stand- 
ards for  newly  eligible  SSI  recipients  ?  In  other  words,  do  you  think 
it  would  be  desirable  to  legislate  a  uniform  standard  to  determine 
jNIedicaid  eligibility  ? 

Mr.  Weikel.  Well,  I  think 

Senator  Church.  Or  make  them  automatically  eligible  for  Medicaid 
if  they  are  eligible  for  SSI  ? 

Mr.  Weikel.  Well,  certainly  that's  one  approach  approach  that 
could  be  considered.  Under  the  law,  section  209(b)  provides  the  States 
with  the  specific  option  to  use  a  lower  eligibility  criterion;  that  is,  the 
standard  they  had  in  effect  in  January  of  1972. 

Sixteen  States  Choose  Lower  Eligibility  Criteria 

This  protected  them  against  the  anticipated,  very  large  increase 
in  their  Medicaid  expenditures,  and  16  of  the  States  have  chosen  to 
use  those  lower  eligibility  criteria. 

Senator  Church.  Xow,  is  it  true  that  in  those  States  where  the  SSI 
recipient  might  or  might  not  be  eligible  for  Medicaid,  that  those  wlio 
are  not  eligible  under  the  State  standards  would  be  eligible  for  Medi- 
care or  they  would  not  be  if  they  were  less  than  65  ? 

Mr.  Weikel.  I  don't  believe  I  understand  your  question. 

Senator  Church.  Well,  under  the  present  law,  just  for  the  record, 
would  you  explain  what  SSI  and  what  medical  care  SSI  recipients 
receive  if  they  don't  meet  the  eligibility  standards  of  the  States.  Does 
that  mean  that  they  get  no  medical  care  at  all  unless  they're  under  65 
and  do  not  have  ^STedicarc? 

Mr.  Weikel.  That  would  be  correct. 

Senator  Church,  Do  you  have  any  recommendations  to  make  with 
respect  to  changing  the  law  in  this  regard  to  cope  with  this  kind  of 
a  gap? 

Ml'.  Weikel.  Well,  I  think  this  is  one  of  the  gaps  that  we  have  taken 
into  consideration  in  our  national  health  insurance  proposals.  We're 
trying  to  develop  those  proposals  to  eliminate  that  gap. 

Senator  Church.  Well,  the  only  reconunendations  you  have  to  make 
then  would  be  those  in  connection  with  a  general  national  health  in- 
surance plan,  is  that  right  ? 

Mr.  Weikel.  Well,  at  this  point  that  is  what  we  have  proposed. 
Of  course,  elimination  of  the  section  209(b)  option  would  assure 
medicaid  coverage  of  all  SSI  recipients. 

Senator  Church.  Now.  I'm  told  that  Mr.  Springfield  has  a  short 
statement  that  he  would  like  to  present.  I  think  we  should  do  that  at 
this  time,  and  then  I'll  have  a  few  questions  before  we  continue. 

Mr.  Springfield  ? 

STATEMENT  OF  JAMES  SPRINGFIELD,  DEPUTY  ADMINISTRATOR, 
FOOD  AND  NUTRITION  SERVICE,  DEPARTMENT  OF  AGRICUL- 
TURE 

Mr.  Springfield.  Thank  you,  Mv.  Chairman.  I  do  have  a  very  brief 
statement  which  I  would  appreciate  the  chance  to  read  at  this  time. 

Thank  you  for  your  invitation  to  present  the  Department's  views  on 
the  eligibility  of  Supplemental  Security  Income  (SSI)  recipients  for 
the  food  assistance  program.  Since  the  needy  family  commodity  dis- 
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tribiition  pro^i-am  lias  been  i-eplaced  by  food  stamps  virtually  tliroiioh- 
out  the  United  States,  the  discussion  below  will  refer  only  to  food 
stamps. 

This  matter  has  been  of  ojreat  concern  to  ns  since  the  enactment  of 
the  Federal  SSI  program  in  October  1972  which  replaced  the  public 
assistance  projji'ams  for  the  at^ed.  blind,  and  disabled. 

In  dealin^^  with  the  relationship  between  SSI  and  food  stamp 
eli(i:il)ility,  it  Avill  be  instructive  to  review  1)i-iefly  the  legislative  history 
of  the  impact  of  the  SSI  legislation. 

The  initial  legislation  en'sicted  in  October  1972  was  at  first  proposed 
as  part  of  H.Ii.  1  which  at  that  time  also  included  large-scale  changes 
in  welfare  programs  for  families.  This  bill  would  have  replaced  food 
stamps  by  cash  assistance  for  all  welfare  recip)ients.  However,  the 
House  and  Senate  could  not  agree  on  changes  in  the  family  welfare 
program  and  so  the  bill,  when  signed,  had  revoked  food  stamp  eligi- 
bility only  for  the  aged.  ])]i]id,  and  disabled  welfare  recipients;  those 
i-eceiving  aid  to  families  with  dependent  children  payments  retain 
their  food  stamp  eligibility. 

Congress  Coxcerxed  With  Inequities 

As  the  SSI  implement:! tion  date  of  January  1,  1971  drev^-  near. 
Congress  became  concerned  with  the  inequities  inherent  in  the  initial 
SSI  legislation  and  genuinely  attempted  to  prevent  the  aged,  blind, 
and  disabled  from  losing  benefits  to  which  they  were  entitled  under 
the  old  welfai-e  system.  Thus  Public  Law  98-86 — Agi'iculture  and 
Consumer  Protection  Act — of  August  197:>  restored  eligibility  for 
food  stamps  to  certain  SSI  recipients  to  insure  that  they  would  not 
suffer  a  loss  of  income  under  the  new  Federal  program.  The  legis- 
lation requested  that  eligibility  for  food  assistance  would  be  made  (^n 
a  case-by-case  basis. 

This  Avould  have  made  it  necessary  for  the  States  to  maintain  the 
records  and  staff  involved  in  the  old  public  assistance  programs  for 
the  aged,  blind,  and  disabled  in  order  to  make  a  determination  of 
whethei"  or  not  a  person  Avould  be  eligible  for  food  stamps,  even 
though  that  system  was  no  longer  in  use  foi-  any  other  purpose. 

While  this  amendment  represented  an  attempt  to  pi-ovide  more 
equital)le  ti-eatment  to  certain  SSI  recipients,  it  would  have  per- 
petuated a  massively  comjilex  eligibility  determination  process,  re- 
sulting in  high  administrative  costs  and  the  ])otential  for  great  abuse. 
In  his  statement  upon  signing  Public  Law  93-86,  the  President  said 
that  while  he  was  "willing  to  go  along  with  the  restoration  of  food 
stamp  eligibilitv,  the  particular  device  used  in  tliis  bill  for  achieving 
that  end  is  highly  undesirable  and  must  be  corrected." 

The  President's  concern  over  this  provision  was  shared  by  other 
Federal  and  State  officials.  Thus,  in  December  1973  the  SSI  legis- 
lation was  further  amended — Public  Law  93-233 — for  an  interim 
6-month  period  ending  July  1, 1971 — to  give  the  Congress  time  to  work 
out  a  permanent  solution. 

ITuder  the  interim  agreement.  SSI  recipients  retained  elia"ibility 
for  food  stamps  excej^t  in  tliose  States  Avhere  the  Secretai-y  of  HEW 
determined  that  SSI  payments  had  been  adjusted  to  include  the 
bonus  value  of  food  stamps  in  cash.  Five  States — New  York,  Call- 
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fornia,  Mfissacliusetts,  and  Wisconsin,  for  all  categories,  and  Nevada 
for  the  aged  and  blind— indicated  tliat  SSI  recipients  would  receive 
the  cash  equivalent  of  the  bonus  value  of  food  stamps.  In  all  other 
States,  SSI  recipients  living  alone  or  in  households  consisting  solely 
of  other  SSI  recipients  were  eligible  for  food  assistance  without  regard 
to  their  income  and  resources  but  simply  because  of  their  SSI  eligi- 
bility. On  July  8,  the  President  signed  Public  Law  93-335  which  ex- 
tended this  provision  to  July  1,  1975. 

The  Department  feels  strongly  that  this  interini  legislation  does 
not  represent  a  final  solution.  While  it  is  workable  from  an  adminis- 
trative standpoint,  there  are  still  problems  which  complicate  program 
administration  in  those  States  where  SSI  recipients  cannot  be  con- 
sidered household  members.  In  the  so-called  cash-out  States  the  income 
and  resoTUces  of  the  ineligible  SSI  recipient  cannot  be  considered  in 
determining  the  food  stamp  eligibility  of  other  household  members 
who  do  not  recei^-e  SSI.  Although  it  is  obvious  that  moneys  provided 
by  the  SSI  recipient  are  being  used  to  meet  household  expenses  for 
the  benefit  of  all  members,  such  monej's  cannot  be  counted  as  income 
to  the  household. 

SSI  Receiexts  Eligible  for  Food  Assistance 

As  a  result,  the  remaining  houseliold  memliers  participate  with  a 
reduced  or  no  purchase  requirement.  This  is  not  e(piital)le  to  other 
households  wliere  all  countable  income  and  resources  must  be  taken 
into  account  in  determining  food  stamp  eligibility.  Also,  SSI  re- 
cipients in  the  non-cash-out  Slates  are  eligilile  foi-  food  assistance 
without  regard  to  income  or  resources. 

Although  households  in  which  all  members  are  C(msidered  in  the 
grant  for  aid-to-families  witli  dependent  children  are  also  eligible 
for  food  assistance  without  regai'd  to  income  oi-  i-esources.  the  Depart- 
ment feels,  as  a  general  ])iinciple.  that  tii(>  eligibility  of  all  households 
applying  foi-  food  stam[)  benefits  should  be  determined  in  the  same 
manner ;  that  is.  on  the  basis  of  income  and  resoui'ces. 

This  would  mean  that  every  household  applying  foi-  food  assistance 
benefits  would  be  treated  in  the  same  way  and  would  be  eligible  or 
not  (>ligible  based  on  income  from  whatever  source  and  resources.  This 
would  ai)ply  to  the  current  cash-out  States  also. 

The  administration  has  proposed,  among  other  amendments,  such 
legislation  with  respect  to  SSI  recipients  which  was  introduced  in  the 
Senate  on  July  S  as  S.  o7'2i^.  The  Department  urges  prompt  congres- 
sioiuil  action  on  this  proposal. 

Thank  you  again  for  giving  us  an  opportunity'  to  present  our  views 
on  the  relationship  between  SSI  and  food  stamps. 

Senator  Ciiukch.  Well  now,  the  enactment  of  S.  3726,  would  3'ou 
support  that? 

^Ir.  Springfield.  Yes. 

Senator  (^riFRCii.  It  would  eliminate  a  great  many  people  who  are 
now  eligible  for  food  stamps,  would  it  not  ^ 

]Mr.  Springfield.  The  numbers  on  that  are  verv  difficult  to  come  by. 
It  would  probably  eliminate  some  people  who  are  SSI  recipients  and 
whose  total  income  exceeds  the  current  eligibility  standards  for  food 
stamps,  but  in  general  it's  our  feeling,  as  far  as  food  stamp  eligibility 
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and  participation  is  concerned,  that  money  is  money  and  tliat  generally 
on  the  basis  of  equity  it's  fair,  that  the  eligibility  for  stamps  be  deter- 
mined on  how  much  money  is  available  to  a  household  whether  they're 
SSI  recipients  or  AFDC  recipients  or  having  income  from  work. 

Senator  Church.  In  order  to  be  eligible  for  food  stamps  now,  what 
is  the  income  limitation?  Is  it  $104  a  month? 

yiv.  Spuixcfifxd.  I  have  those  figures  somewhere  here — currentlv 
for  the  eligibility  standards,  it  varies  by  household  size,  and  for  a 
one-person  household  the  maximum  monthly  income  for  the  48  States 
and  the  District  of  Columbia  is  $194,  Senator.  For  two  people,  it's 
$273.  This  eligibility  standard  is  related  to  a  cost  of  food  and  is 
adjusted  semiannually  to  reflect  any  change  in  the  cost  of  food. 

Senator  Church.  So  what  you're  really  objecting  to  is  the  present 
law  which  makes  SSI  recipients  automatically  eligible  for  food  stamps. 

Mr.  Springfield.  Well,  what  we  have  at  the  moment  really  is  a 
mixture. 

Senator  Church.  Unless  you're  dealing  in  a  State  that  has  cashed 
out. 

Mr.  Springfield.  Eight.  In  five  States,  we  have  them  automatically 
ineligible,  as  a  category,  and  in  the  remaining  States  they're  automat- 
ically eligible  as  a  category.  Our  view  generally  is  that  we  ought  to 
move  toward  counting  all  cash  and  resources  and  apply  the  same  to 
all  applicants,  regardless  of  the  source  of  their  income. 

Senator  Church.  You  approve  of  the  action  taken  by  those  States 
that  have  cashed  out  the  food  stamp  program? 

Some  Families  At^e  Worse  Off 

Mr.  Springfield.  Well,  not  necessarily.  As  you  may  know,  that  legis- 
lation was  recently  amended  because,  while  people  in  those  States  are 
supposed  to  be  receiving  a  State  supplementary  payment  which  in- 
cludes the  bonus  value  of  food  coupons  and  which,  with  the  SSI  pay- 
ment, should  equal  the  benefits  they  were  receiving  prior  to  the  enact- 
ment of  SSI,  there  are,  in  fact,  some  families  who  are  worse  off.  This 
results  from  the  fact  that  because  of  the  administrative  burden  in 
calculating  the  amount  of  bonus  coupons  each  individual  household 
received  prior  to  SSI,  the  State  supplement  of  the  cash  equivalent  of 
the  bonus  value  of  food  stamps  is  set  at  $10  for  an  individual  SSI 
recipient  and  $20  for  an  SSI  couple.  Undoubtedly,  some  individual 
families  who  had  received  larger  bonuses  are  worse  off. 

On  the  other  hand,  in  the  cash-out  States,  households  consisting  of 
SSI  recipients  and  non-SSI  recipients  £^et  a  substantial  break  insofar 
as  eligibility  and  the  amount  required  to  be  paid  for  food  stamps  are 
concerned.  The  law  specifies  that  SSI  recipients  cannot  be  counted  as 
household  members,  therefore  their  income  and  resources  cannot  be 
counted  for  food  stamp  purposes  even  though  the  income  is  shared  in 
meeting  household  expenses.  Such  mixed  households  get  a  substantial 
break  because  of  these  inequities.  It  seems  to  us  that,  in  principle, 
categorical  cases  of  eligibility,  such  as  SSI  recipients  and  AFDC  re- 
cipients as  well,  should  be  eliminated  and  eligibility  of  all  households 
be  determined  on  the  same  basis,  that  is,  on  the  basis  of  income  avail- 
able to  the  household. 

Senator  Church.  I  have  one  final  question  for  you,  Commissioner. 
Under  the  present  SSI  program,  monthly  income  standards  are  now 
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$14G  for  an  iiulividual  and  $219  for  a  couple.  However,  these  figures 
are  still  below  the  official  poverty  thresholds  which  are  estimated  for 
1973  to  be  about  $180  per  month  ior  an  aged  individual  and  $225  for  a 

couple. 

Our  principal  purpose  in  enacting  the  SSI  program  was  to  try  to 
reach  the  people  most  in  need,  in  the  hope  that  we  might  begni  to 
eliminate  poverty  in  this  country  among  the  elderly. 

We  still  seem  unable  to  devise  a  retirement  program  that  succeeds 
i^  abolishing  poverty  for  the  elderly  of  this  country,  let  alone  others 
who  live  in  poverty. 

Do  you  think  that  we  cmi  succeed  in  doing  this?  I  understand  the 
problem  that  inflation  has  imposed  on  the  retirement  programs,  and 
our  seeming  incapacity  to  deal  with  inflation  is  probably  the  most 
serious  problem  facing  us  domestically  today.  But,  I  wonder  if  you 
could  give  us  your  estimate  of  what  it  would  cost  to  establish  the 
eligibility  levels  for  SSI  at  a  point  that  would  in  fact  lift  the  income 
of  these  "people  above  the  poverty  level  as  it's  defuied  in  the  Federal 
Government  itself.  We  continue  to  fall  short  of  this  goal,  and  I  think 
nc  ought  to  know  what  it  would  cost  to  achieve  the  goal. 

Pkojection  of  7.6  Million  Beneficiaries 

Mr.  Cardwell.  V/eli,  my  understanding  is,  using  current  definitions, 
tliat  an  additional  2.5  million  pco])lo  counted  in  terms  of  individual 
cligibles  and  couple  eligibles  would  l)e  added  to  the  current  SSI  roll. 
In  other  words,  taking  the  1975  projection  of  5.1  million  beneficiaries, 
we  would  end  up  with  about  7.0  million,  and  on  that  basis,  it  would 
increase  the  cost  of  the  program  in  1975,  the  current  fiscal  year,  by  over 
$o  billion,  $0.4  billion  more,  to  be  exact. 

As  much  as  we  share  your  concern  about  the  end  objective,  the 
desirability  of  achieving  it,  I  am  not  optimistic  frankly  about  our 
capacity  to  finance  it  at  this  stage  given  the  mounting  pressure  that 
is  developing  on  the  Federal  budget,  with  the  Federal  budget  being 
looked  to  again  as  one  of  the  economic  levers  the  Government  has  avail- 
able to  it  as  a  fight  against  infiation  generally.  It's  a  very  tough  choice 
always. 

Senator  Chtltich.  Well,  it's  a  question  of  priorities,  isn't  it?  We're 
being  asked  to  approve  $100  billion  for  the  military  this  coming  year. 
Altogether,  the  foreign  aid  program  has  gone  u})  72  peicent  in  the 
hist  year.  These  are  tremendous  jumps  in  these  areas  of  Federal  spend- 
ing, being  urgently  requested  by  President  Nixon. 

I  suppose  it  just  comes  down  to  what  priority^we  can  give  how  many 
people,  and  how  much  Ave  care  about  abolishing  poverty  in  this 
country. 

INIr.  "Cardwell.  The  priority  that  we  have  followed  so  far,  insofar 
as  SSI  is  concerned,  of  course^  was  to  improve  the  base  commensurate 
with  the  change  in  cost  of  living.  To  reach  the  poverty  level,  per  se, 
sad  to  say.  you  would  require  increasing  the  base. 

Senator  Church.  Yes,  but  it  does  not  do  any  good  to  simply  estab- 
lish a  mechanism  and  device  to  make  adjustments  based  upon  an  in- 
crease in  the  cost  of  living. 

If  you  start  from  a  base  that's  below  the  poverty  line  to  begin  with, 
you  j\ist  perpetuate  it.  You  perpetuate  the  situation.  You  never  catch 
up.  You  never  succeed  in  bringing  these  people  above  the  poverty  level. 
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Vrell,  this  is  a  problem  that  we  have  to  deal  with  in  both  the  Con- 
gress and  the  executive  branch.  I  hope  that  we  can  devise  a  system 
that  will  finally  bring-  an  end  to  poverty  among-  the  elderly  in  this 
country. 

We're  the  richest  country  in  the  world  and  if  we  can't  do  this — it 
seems  to  be  a  damning  thing  in  our  society. 

Thank  you  very  much,  gentlemen,  for  your  testimony  this  morning. 

We'll  begin  this  afternoon  at  2  :30. 

[Whereupon,  the  hearing  was  recessed  at  12  :20  p.m.] 

AFTER    KECESS 

Senator  Church.  The  hearing  will  please  come  to  order. 

Our  next  witness  is  Bill  Hutton,  executive  director  of  the  National 
Council  of  Senior  Citizens.  He  is  accompanied  by  Irvin  Ryan,  Lucy 
Thornburgh,  Bea  Kersten,  and  Barbara  Marks. 

STATEMENT  OF  WILLIAM  R.  HTJTTON,  EXECUTIVE  DIRECTOE, 
NATIONAL  COUNCIL  OF  SENIOR  CITIZENS 

^Ir.  Hutton.  I  will  introduce  my  fellow  witnesses,  if  I  may,  sir,  in 
the  interest  of  conserving  time,  because  I  know  you  had  a  busy 
morning. 

Perhaps  I  should  say  that  my  name  is  William  R.  Hutton.  I  am  ex- 
ecutive director  of  the  National  Council  of  Senior  Citizens. 

I  have  submitted  my  testimony,  Mr.  Chairman,  and  I  would  like  to 
ask  that  you  include  it  in  the  record.*  I  will  spend  my  time  for  the  next 
few  minutes  highlighting  some  of  the  testimony  which  I  have  in- 
troduced and  commenting  on  this  morning's  testimony.  Afterward,  I 
would  like  to  yield  the  rest  of  the  time  to  the  people  I  brought  in  to 
testify  from  various  States.  They  are  people  who  have  volunteered 
their  time  working  on  this  SSI  program  and  I  am  sure  what  they  have 
to  say  will  be  of  great  interest  to  you. 

The  central  question  raised  in  my  testimony  is  a  very  important 
one.  It  is  this :  Has  this  administration  utilized  every  resource  avail- 
able to  it  to  promote  this  Supplemental  Security  Income  program 
or  has  it,  through  the  devious  genius  of  administrative  redtape,  man- 
aged to  program  SSI  for  failure  or  at  least  delay  in  order  to  imple- 
ment SSI  at  a  better,  more  convenient,  budgetary  period  ? 

SSI  was  developed  and  designed  to  help  those  aged,  blind,  and 
disabled  Americans  who  find  themselves  unable  to  meet  the  costs  of 
the  barest  necessities  of  everyday  life  without  subjecting  them  to  the 
indignities  of  past  State-based  public  welfare  programs.  However,  as 
this  morning's  testimony  indicated,  the  program  thus  far  has  not  been 
an  unqualified  success. 

IXEFFECTIMS    ImPLEMENTATIOX    OF    SSI 

I  was  interested  this  morning  to  hear  the  Commissioner  say  some- 
thing to  the  effect  they  have  not  had  rave  reviews.  In  letters  we  have  re- 
ceived from  an  irate  public,  there  has  been  considerable  raving  about 
ineffective  implementation  of  SSI. 

*See  prepared  statement,  p.  577. 
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"Weil,  I  can  only  say,  Mr.  Chairman,  at  our  oiRce  at  the  National 
Council  of  Senior.  Citizens,  we  are  also  receiving  an  increasing  number 
of  letters  from  our  members  and  other  senior  citizens  who  do  not 
understand  the  differences  between  the  new  Social  Security-admin- 
istered SSI  program  and  old-age,  survivors,  and  disability  insurance 
program,  properly  known  simply  as  Social  Security.  In  the  public 
mind,  the  difference  between  these  two  programs  is  much  more  con- 
fusing than  tliat  between  Medicare  and  Medicaid  programs.  The  prob- 
lem of  confusion  of  programs  must  be  addressed  by  Social  Security. 

Plowever,  our  testimony  deals  with  the  single  most  important  prob- 
lem to  be  solved  during  the  balance  of  this  first  year  and  for  the  next 
few  years,  accessibility  to  SSI.  We  must  deal  with  the  problem  of 
making  accessible  the  benefits  of  this  program  to  those  which  Congress 
has  declared  eligible.  I  was  very  much  interested  this  morning  in 
phase  1  and  phase  2,  as  described  by  the  administration.  Whenever  we 
have  difficulties  Avith  something,  we  give  it  a  phase  number  that  people 
can  kick  around  the  corridor  and  then  lose.  It  seems  to  me  if  phase  2, 
for  example,  includes  a  mailing  to  5,200,000  people  whom  SSA  really 
considci-s  eligible  for  SSI,  they  did  not  have  to  wait,  given  a  leadtime 
of  14  months  on  the  program,  the  administration  did  not  need  to  wait 
until  (i  months  after  implementation  to  think  about  that  mailing.  That 
kind  of  mass  mailing  should  have  gone  out  6  months  before  imple- 
uientation. 

I  want  to  recall  to  you,  ^Ir.  Chairman,  that  after  the  introduction 
of  the  Medicare  progrjun,  we  did  a  very  successful  Medicare  alert,  with 
the  full  assistance  of  the  Social  Security  Administration.  Thousands 
of  elderlv  people  were  hired  at  a  small  fee.  For  example,  they  earned 
$2  an  lioiir.  4  hours  a  day,  working  for  ^\  months.  It  was  premised  on 
older  people  reaching  out  to  older  people.  The  result  was  that  in  a  very 
short  time,  we  were  able  to  sign  up  96  percent  of  the  Medicare  eligibles 
for  the  additional  supplemental  insurance. 

One  wonders  why  that  kind  of  a  decision  was  not  made  this  time. 

Senator  CiiuRCir.  Is  it  not  true  there  was  about  a  years  notice  to 
Social  Security  that  this  jnogram  was  coming  along? 

14  ]MoxTiis  Li:ai)T1mk 

Mr.  IlrTiox.  Fourteen  months  leadtime,  ^Slr.  Chairman. 

Senator  Church.  Your  ])oint  is  after  14  months  leadtime  and  G 
months  in  the  program  itself,  it  has  occurred  to  them  in  phase  2  to  go 
mailing  out  to  the  people  who  are  prima  facie  prospects  for  eligibility  ? 

Mr.  HuTTON.  It  would  seem  to  us  that  if  last  July,  a  year  ago,  that 
mailing  had  been  sent  to  5.2  million  potential  recipients  there^  would 
have  been  ample  time  for  responses.  People  could  have  come  back 
and  said,  "Yes,  I  think  I  am  eligible.  Please,  Social  Security,  get  in 
touch  with  me.  or  where  should  I  go  to  get  instructions  from  you?" 
Our  volunteers  would  have  been  giving  assistance  and  we  would  all 
have  been  that  much  further  ahead  in  implementing  SSI. 

It  does  seem  to  me,  if  you  had  designed  it  in  order  to  save  the  country 
money,  the  administration  money,  you  could  not  have  designed  it 
better.  If  you  designed  it  for  older  people  who  needed  money  to  lose 
money,  you  could  not  have  done  any  better.  That  is  a  sad.^  sad  com- 
mentary on  the  administration's  understanding  of  the  objectives  of  the 
program. 


576 

It  did  seem  to  me,  from  listening  to  the  testimony  this  morning,  that 
how  you  proceed  is  all  according  to  where  you  sit.  If  you  listen  to  the 
administration  spokesman,  they  are  concerned  about  money  and  time. 
If  you  think  about  all  of  the  needy  aged,  blind,  and  disabled  out  there, 
you  have  to  ask  the  questions :  Why  was  not  outreach  done  earlier  and 
more  effective  ? 

Senator  Church.  Don't  you  think  that  was  evident  in  the  closing 
minutes  of  this  morning's  session,  when  I  asked  what  priority  should 
be  given  to  eliminating  poverty  among  the  elderly  of  this  country  and 
the  response  was,  I  just  do  not  know  when  vre  can  get  around  to  that; 
we  have  so  many  budgetary  problems. 

That  means  there  are  a  lot  of  other  things  getting  higher  attention. 

!Mr.  HuTTOx.  I  was  glad  you  focused  on  the  mounting  Defense 
budget  and  other  budgets.  It  is  always  the  older  people  that  have  to 
carry  the  burden  and  not  the  business  and  industry. 

Concerned  as  we  are  with  accessibility  to  the  program,  we  must  be 
sure  to  make  available  a  prompt  and  efficient  reconsideration  and  a 
hearings  and  appeals  process  to  those  who  have  been  denied  benefits 
because  that  is  a  very  serious  problem.  However,  focusing  once  more 
on  accessibility  in  the  preapplication  period,  problems  that  are  dealt 
with  in  the  testimony  as  submitted,  include  the  following: 

(1)  An  outreach  program;  we  think  that  what  we  have  is  too  little, 
too  late,  we  would  rather  have  had  too  much,  too  soon ;  (2)  convenient 
geographical  location  of  Social  Security  offices;  (3)  removal  of  that 
lingering  stigma  of  welfare;  (4)  assurance  of  uniform  interpretation 
of  eligibility  criteria  ;  and  (5)  an  amendment  of  faulty  criteria. 

Outreach  is  something  to  which  I  hope  your  committee  will  pay  a 
great  deal  of  attention.  An  undetermined  number  of  potential  SSI 
recipients  do  not  know  the  program  exists  or  that  it  is  capable  of 
providing  them  with  the  benefits  Congi-ess  clearly  mandated. 

The  problem  created  for  new  eligibles  not  located  as  yet  or  located 
and  not  enrolled,  is  that  retroactive  benefits  are  not  paid  under  SSL 
The  losses  that  these  people  incur  and  have  already  suffered  as  a  result 
of  late  enrollment  are  gone  forever.  They  are  permanent  losses. 

Problems  of  Rural  Areas 

Regarding  the  problems  of  geographic  location  of  Social  Security 
in  field  offices,  well,  we  heard  much  this  morning  on  the  telephone 
applications.  I  would  like  you  to  hear  problems  of  rural  areas.  There 
is  a  very  real  ]:»roblem  of  the  lingering  stigma  of  welfare  still  there. 
There  is  difficulty  in  making  the  program  known  to  potential  eligibles. 
There  is  the  problem  of  making  people  comfortable  with  the  idea  of 
SSI. 

Many  recipients  are  deterred  from  seeking  benefits  because  they 
fear  that  stigma  of  welfare.  The  feeling  of  jiotential  recipients  that 
SSI  is  a  form  of  welfare  is  reinforced  in  some  States  supplementing 
the  Federal  benefit  by  the  continuation  of  the  requirement  that  re- 
cipients fill  out  forms  in  compliance  with  States'  lien  laws. 

Finally,  we  turn  to  the  implementation  of  the  program.  Members 
of  Congress  have  charged  that  this  administration  has  used  redtape 
to  keep  budgeted  funds  from  getting  out  to  other  programs  authorized 
by  Congress.  I  particularly  refer  to  the  testimony  of  Congressman  Jim 
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Ryan's  report  on  the  delaying  tactics  of  the  clean  water  program  so 
that  only  $17.3  million  of  the  congressionally  mandated  $5  billion 
for  the  program  was  spent.  He  discovered  m  one  program  designed  to 
reduce  water  pollution,  that  rules  and  regulations  imposed  on  grant 
applications  cut  spending  in  the  first  15  months  to  only  4  percent 
of  the  intended  level.  It  is  this  kind  of  thing  which  frightens  us  as  we 
look  at  the  possibilities  that  might  exist  in  this  SSI  program  and 
matters  that  get  a  little  closer  to  home.  We  read  that  the  Office  of  Man- 
agement and  Budget  plans  to  save  $3  billion  during  the  next  fiscal 
year  by  tightening  spending.  Officials  hope  to  save  $1  billion  as  fewer 
people  apply  for  social  program  aid,  according  to  a  statement  made 
by  tlie  Dii-ector  of  Office  of  Management  and  Budget,  Roy  L.  Ash. 

We  believe  SSI  was  designed  as  a  great  social  experiment  which 
would  transfer  America's  weakest  citizens  to  a  program  designed  to 
preserve  their  self-respect.  If  the  administration  refuses  to  set  into 
place  a  properly  staffed,  well-organized  team  of  administrators,  then 
we  the  citizens,  who  cannot  hold  appointed  officials  accountable,  will 
be  left  with  the  ashes  of  failure  on  this  program  rather  than  the  fires 
of  compassion  and  human  warmth.  It  was  compassion,  I  believe,  that 
stai'ted  the  program  at  the  l)egin]iing. 

We  want  to  point  out  that  although  the  Nixon  administration  has 
had  more  than  l^o  ypars  leadtime.  Social  Security  still  does  not  have  a 
complete  hearing  and  appenls  S3'stem  in  place  and  functioning.  In 
fact,  it  is  these  and  other  failures  that  lead  us  to  speculate  that  the 
Nixon  administration  may  have  programed  SSI  for  failui'e  or  deva- 
stating delay. 

Now,  I  also  see  that  the  possible  iiitention  of  progi'aming  a  disaster 
by  the  administiation  in  its  failure  to  utilize  effectively  the  Social 
Security  system  for  implementing  SSI,  is  a  prime  reason  for  insulat- 
ing the  Social  Secui'ity  system  from  partisan  political  issues. 

'\^nien  the  Director  O''  OMB  and  the  Secretary  of  the  Treasury  tell 
us  gleefully  that  $1  billion  can  be  saved  on  our  income  assistance  pro- 
grams, we  have  to  come  to  the  terms  with  ourselves  on  the  need  to 
create  a  Social  Security  system  freed  from  the  liands  of  the  politicians. 
Therefore,  we  support  the  excellent  bill  which  you  have  introduced. 
The  only  way  to  guarantee  the  intea'ritv  of  Social  Security  is  to  remove 
it  from  the  Department  of  Health.  Education,  and  Welfare  and  its 
political  interference. 

Senator  Citurcii.  Without  objection,  the  prepared  statement  of  Mr. 
Hutton  will  be  inserted  into  the  record. 

[The  statement  of  Mr.  Hutton  follows :] 

PREPARED   STATEMENT   OF   WILLIAM   R.   HUTTON 

Sir.  Chairman,  members  of  the  Special  Committee  on  Aging,  my  name  is  Wil- 
liam R.  Hutton.  As  executive  director  of  the  National  Council  of  Senior  Citizens, 
I  am  here  today  to  represent  the  \'iews  of  our  members  regarding  Supplemental 
Security  Income  (SSI).  We  appreciate  the  opportunity  to  participate  once  again 
in  your  hearing  on  the  "Future  Directions  in  Social  Security." 

We  applaud  the  committee's  inclusion  of  an  early  assessment  of  the  Supple- 
mental Security  Income  program.  Hopefully,  these  hearings  will  not  only  serve 
the  essential  oversight  function  but  will  also  provide  a  valuable  educational  func- 
tion about  the  concepts  and  provisions  of  SSI. 

In  our  office,  we  are  receiving  an  increasing  number  of  letters  from  our  mem- 
bers and  other  senior  citizens  who  do  not  understand  the  difference  between  the 
new   Social   Security-administered  program  of   Supplemental   Security   Income 
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and  the  old  age,  survivors,  and  disability  insurance  program,  popularly  known 
simply  as  "Social  Security." 

In  the  public's  mind  the  difference  between  these  two  programs  is  much  more 
confusing  than  between  the  Medicare  and  Medicaid  programs. 

Our  membership  includes  people  from  all  parts  of  the  country  and  from  all 
walks  of  life.  However,  the  majority  of  the  members  are  retired  working  people. 
They  are  the  people  who  have  Iniilt  this  country.  They  have  contributed  their 
physical  strength  through  their  daily  labors.  They  have  contributed  their  financial 
share  by  paying  the  taxes  that  have  built  our  schools,  our  roads  and  our  public 
institutions.  They  have  contril>uted  to  the  quality  of  life  in  America  by  adding 
their  moral  fiber  and  compassionate  sense  of  common  humanity  to  the  support 
of  programs  designed  to  benefit  their  less  fortunate  fellowmen — the  aged,  the 
blind,  the  disabled,  and  the  disadvantaged. 

In  bringing  to  your  attention  some  of  the  problems  that  have  developed  in 
SSI  during  its  first  6  months  of  implementation,  we  recognize  that  we  are  in 
the  early  stages  of  this  progi-am.  Yet.  for  many  of  those  whom  Congress  intended 
to  benefit,  the  sands  of  time  have  already  run  out.  We  specifically  draw  your 
attention  to  the  elderly  recipient  who  is  not  able  to  wait  patiently  for  the  admin- 
istration to  program  the  technology  for  performance.  However,  some  of  the 
problems  that  we  at  the  National  Council  see.  lend  themselves  to  legislative  cor- 
rection and  we  shall  try  to  identify  those  as  we  go  along. 

In  order  to  better  describe  program  problems,  I  have  invited  three  members 
of  the  National  Council  of  Senior  Citizens  to  add  their  valuable  "gra.ss  roots" 
perspectives. 

The  three  members  who  are  here  today  are  from  diverse  parts  of  the  country 
and  each  is  from  a  State  in  which  SSI  is  provided  just  a  little  differently  from 
the  other  two. 

On  my  right  is  Mrs.  Lucille  Thornburgh,  of  Knoxville,  Tenn.  Mrs.  Thornburgh 
is  the  coordinator  of  the  Knoxville  Senior  Aides,  a  program  operated  by  the 
National  Coimcil  of  Senior  Citizens  on  behalf  of  the  U.S.  Department  of  Lalior 
and  has  served  on  both  the  SSI-Alert  program  and  the  current  community  action 
program  searching  out  people  who  are  eligible  for  SSI  in  Tennessee. 

Tennessee  has  a  population  of  4,200,000  of  which  41."».000  are  elderly.  In  January 
1074,  S0.927  people  in  the  State  were  receiving  SSI.  .55.401  are  aged.  1,583  blind, 
and  32.943  disabled.  Tennessee  does  not  supplement  the  Federal  l)enefit  levels 
because  they  are  higher  than  the  previous  public  assistance  levels.  Therefore  all 
recipients  in  Tennessee  are  completely  dependent  upon  the  success  or  failure  of 
the  Federal  administration  of  the  program. 

Beyond  Mrs.  Thornburgh  and  to  her  right  is  Mrs.  Bea  Kersten,  program  di- 
rector of  the  Senior  Aides  program  that  NCSC  administers  in  Minneapolis, 
Minn.  Mrs.  Kersten  is  also  the  AFL-CIO  Community  Service  worker  and  has 
had  a  vast  amount  of  experience  with  SSI  in  her  State. 

Minnesota  has  a  population  of  3.900,000.  of  which  425.000  are  elderly.  31.607 
SSI  recipients  were  on  the  rolls  in  January  1974.  Of  these  14,594  were  aged,  820 
blind,  and  16.193  disabled.  Minnesota  supplements  the  Federal  benefit  level  for 
both  recipients  who  were  formerly  on  public  assistance  and  were  converted  to 
the  new  program  and  those  who  have  been  since  the  first  of  the  year. 

To  my  left  is  Irvin  Ryan,  member  of  the  executive  board  of  the  National 
Council  of  Senior  Citizens  and  also  a  member  of  the  State  of  Ohio  Commission 
on  Aging.  Mr.  Ryan's  work  in  aging  and  on  the  SSI-Alert  have  given  him  some 
intimate  views  of  the  new  program  and  its  impact  on  the  elderly  in  his  State. 

Ohio  has  a  population  of  10,800.000  of  which  more  than  1  million  are  elderly. 
In  January,  there  were  97,297  SSI  recipients  in  the  State.  43.315  are  elderly. 
2.352  blind,  and  51,630  disal>led.  Ohio  has  chosen  to  provide  a  State  supplement 
to  the  mandated  category  of  recipients  only. 

To  my  extreme  left  is  Mrs.  Barbara  Marks,  deput.v  dii'ector  of  Legal  Resources 
for  the  Aged,  a  program  maintained  in  tlie  "Washington  headquarters  of  the  Na- 
tional Council  of  Senior  Citizens.  The  Legal  Resources  jsrogram  from  its  con- 
ception in  1968  has  located  and  developed  legal  services  for  and  conducted  re- 
search into  the  legal  problems  of  the  elderly  in  more  than  15  States  across  the 
country.  Mrs.  Marks  is  an  attorne.v,  known  to  this  committee  for  her  interest 
in  and  knowledge  of  the  SSI  iirogram,  having  testified  liefore  you  on  the  matter 
of  preimplementation  problems  last  summer.  She  is  here  today  as  technical 
adviser  to  this  panel  of  witnesses. 

Before  the  other  witnesses  offer  their  testimony,  I  would  like  to  make  a  few 
general  remarks  concerning  the  implementation  of  SSI  particularly  as  it  relates 
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to  older  people.  Tlie.se  remarks  are  based  on  continuing  advice  and  counsel  with 
members  of  the  National  Council  of  Senior  Citizens  who  are  working  in  an 
official  capacity  to  implement  the  program  and  with  those  members  who  are 
recipients  or  potential  recipients  of  SSI  benefits.  Social  Security  Administration 
statistics  sliow  that  some  71  percent  of  those  receiving  SSI  also  receive  some  type 
of  Social  Security  payment  as  well.  Therefore  some  of  our  members,  though  hard- 
working and  prudent  all  the  years  of  their  working  life,  find  themselves  in  tliese 
days  of  double  digit  inflation  no  longer  able  to  meet  the  cost  of  the  barest 
necessities  of  every  day  living  and  must  acknowledge  their  need  for  assistance  in 
order  to  keep  their  independent  life  and  hold  on  to  their  right  to  remain  con- 
structive members  of  our  society. 

I.  The   Most   Important   Problem   Before   Us 

The  single  most  important  problem  to  be  solved  during  the  balance  of  this 
first  year  of  implementation  and  for  the  next  few  years,  is  tlie  problem  of  making 
accessible  the  benefits  of  this  program  to  those  whom  Congress  has  declared 
eligible.  Accessibility  in  the  preapplication  period  includes:  (1)  outreach,  (2) 
convenient  geographic  location  of  Social  Security  offices.  (3)  removal  of  the 
lingering  stigma  of  welfare,  (4)  assurance  of  interpretation  of  eligibility  criteria, 
and  (5)  amendment  of  faulty  criteria. 

In  the  post-application  period  when  a  denial  of  eligibility  has  been  made,  there 
must  be  :  (1)  a  prompt  and  efficient  reconsideration,  and  (2)  an  efficient  hearings 
and  apiieals  process. 

In  order  to  effectively  achieve  the  goal  of  maximizing  each  of  the  components  of 
accessibility  which  have  been  set  out,  we  must  have  the  complete  cooperation  of 
the  Department  of  Health,  Education,  and  AVelfare,  to  ensure  that  adequate 
funds  are  sought  and  expended  on  the  SSI  program. 

A.     PREAPPLICATIOX    ACCESSIBILITY 

First  and  foremost  in  making  SSI  available  to  the  aged,  blind,  and  disabled,  is 
-a  program  of  dedicated  and  effective  outreach.  An  undetermined  nmnber  of  poten- 
tial recipients  do  not  know  that  the  program  exists  or  that  it  is  capable  of  pro- 
viding them  with  benefits.  ^Many  i>ersons  confuse  the  SSI  program  with  Social 
Security  and  believe  that  income  maintenance  is  automatically  provided  to  them 
if  their  income  and  resources  fall  below  a  certain  level.  They  do  not  know  that 
access  to  the  program  re(piires  a  positive  effort  on  their  part  in  order  to  be  en- 
rolled. Or,  on  the  other  hand,  some  l)elieve  that  they  are  not  eligible  l>ecause  they 
liave  not  made  contributions  to  tlie  program. 

/.  Outreach 

Outreach  efforts  have  been  limited  to  regular  channels  of  communication,  some 
demonstrations  conducted  by  the  Social  Security  Administration  itself,  and  SSI- 
Alert  conducted  by  voliniteers  under  the  direction  of  American  Red  Cross  and 
funded  by  the  Administration  on  Aging.  However,  only  12  i)ercent  of  the  eligibles 
had  l)een  placed  on  lh(>  rolls  at  the  end  of  3  months  of  outreach. 

In  order  to  enjoy  the  benefits  of  tlie  program,  individuals  must  be  aware  that 
the  program  exists  and  tliat  they  may  be  eligible  for  it.  The  pi'oblem  created  for 
new  eligibles  not  located  as  yet.  or  located  and  not  enrolled,  is  that  retroactive 
lienefits  are  not  paid  under  SSI.  The  losses  that  these  i>eople  incur  as  a  result  of 
late  enrollment  ai"e  permanent 

2.  Geographic  Location 

Another  obstacle  to  accessibility  is  the  geographic  location  of  the  Social 
Security  offices.  Argiunents  can  be  offered  that  outreach  workers  or  applications 
by  mail  will  rectifj-  this  situation.  Mail  or  phone  applications,  while  acceptable 
to  the  Bureau  of  Supplemental  Security  Income  may  be  exceedingly  difficult  meth- 
ods for  an  aged,  blind  or  disabled  person,  especially  those  elderly  who  are  vanable 
to  use  the  English  language  with  facility.  Since  huge  waves  of  immigrants  ar- 
rived on  these  shores  from  INIiddle  Europe  at  the  turn  of  the  century,  there  are 
thousands  of  ethnics,  especially  in  urban  areas,  who  may  be  eligible  but  who  will 
not  come  on  the  rolls  because  they  are  trapped  forever  behind  the  language  barrier. 

However,  the  1,300  district  and  branch  offices  of  Social  Security  are  really  the 
entry  point  to  the  program  for  the  recipients  rather  than  the  U.S.  mails  and  tele- 
phones. Social  Security  located  its  offices  prior  to  the  advent  of  SSI  and  without 
due  consideration  being  given  of  the  location  of  the  target  population.  IMany  recipi- 
ents are  located  in  areas  remote  from  SSA  offices.  Transportation  to  the  office, 
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either   to  apply   for,   or   question   the  amount   of,   benefits   is   often   costly  or 
unavoidable. 

8.  The  Lingering  Stigma  of  Welfare 

Many  recipients  are  deterred  from  seeking  benefits  because  they  fear  that 
stigma  of  "welfare"  which,  attached  to  public  assistance  payments,  will  also 
apply  to  SSI  benefits.  This  is  true  despite  the  facts  that  the  payments  have  been 
redesignated  "income  maintenance"  and  the  payment  checks  come  through  the 
mail  along  with  Social  Security  benefit  checks. 

The  feeling  of  recipients  that  SSI  is  a  form  of  welfare  is  further  reinforced  in 
some  States  that  supplement  by  the  continuing  requirement  that  recipients  fill 
out  forms  in  compliance  with  State  relative  responsibility  and  lien  laws.  Most 
recipients  do  not  realize  that  relative  responsibility  and  lien  laws  apply  only  to 
the  States'  contribution  to  their  benefits  or,  if  they  are  aware  of  the  fractionalized 
nature  of  the  law,  they  balk  at  having  their  tiny  estates  eroded  by  levy  execu- 
tion later  on  when  their  lives  expire.  These  legal  remnants  of  the  welfare  concept 
discourage  potential  recipients  from  applying  for  SSI,  although  Congress  created 
SSI  as  an  income  floor  which  the  public  willingly  provides  to  its  aged,  blind 
and  disabled. 

This  prol)lem  may  lend  itself  best  to  legislative  solution  to  counteract  the 
effect  of  administration  regulations  that  interpret  the  silence  in  the  SSI  law 
to  permit  the  States  to  continue  this  practice  of  deterrence  to  access  to  the 
program.^ 

4.  Lack  of  Uniform  Interpretation  of  EUgiMUty  Criteria 

Eligibility  criteria.  The  access  of  the  recipient  to  benefits  depends  on 
whether  the  recipient  meets  the  eligibility  criteria  required  by  law.  The  eligi- 
bility under  SSI,  that  is,  need  based  on  income  and  resources,  are  different  cri- 
teria in  amount  from  those  used  under  the  former  welfare  programs.  The  benefit 
level  has  been  standardized. 

Formerly,  a  standard  of  need  was  established  by  each  State;  the  maximum 
benefit  paid  was  a  fixed  percentage  of  that  standard.  The  individual  recipient's 
benefit  was  based  on  his  own  budget,  taking  into  account  his  special  needs. 
Under  that  system  benefit  levels  were  not  uniform.  Filing  for  benefit  would 
hnve  l>een  extremely  diflScult  for  recipients  if  they  had  not  been  handled  indi- 
vidually by  case  workers  who  could  fill  in  the  details  of  individual  budgets 
for  the  recipients  and  calculate  their  benefits  for  them.  Although  the  case 
worker  has  been  supplanted  by  dedicated  public  servants  in  Social  Security 
offices,  much  of  the  time  those  ofiicers  are  neither  trained  to  cope  with  difficult 
clients  nor  skilled  in  techniques  that  could  make  the  application  process 
easier  for  the  aged,  blind  and  disabled.  Unfortunately,  the  applicant,  disad- 
vantaged as  he  is,  has  no  access  to  an  advocate  to  correct  diversities  in  the 
system  that  may  be  Imposed  on  him  and  is  totally  dependent  on  the  personnel 
provided  by  SSA,  most  of  whom  are  untrained  in  social  work. 

5.  Faulty  EligiMUty  Criteria 

A  serious  fault  in  the  eligibility  criteria  as  legislated  can  be  found  in  the 
exclusions  from  resources  in  determining  eligibility.  Among  the  exclusions  is 
a  home,  which  by  regulation,  can  be  calculated  as  its  fair  market  value  of 
$2.5,0<K). 

This  is  a  benefit  to  a  low  income  urban  elderly  person  whose  home  has  in- 
creased in  value  because  of  soaring  property  costs.  Land,  however,  is  not  ex- 
cluded. Low  income  rural  elderly  who  have  modest  homes  on  acreage  which 
has  increased  in  value  because  of  inflation  are  denied  access  to  SSI  benefits 
because  they  are  "land  poor." 

Another  area  that  needs  to  be  reexamined  is  the  disincentive  to  earning  income 
such  as  the  .50  percent  penalty  on  all  earned  income  above  .$65.00  per  month.  For 
the  20  percent  of  the  SSI  beneflciaries  who  are  not  on  Social  Security,  such 
a  drastic  limitation  on  their  earnings  would  discourage  them  from  applying 
for  SSI  at  all.  We  need  to  review  the  similarities  between  this  criterion  of 
eligibility  for  SSI  and  the  retirement  test  which  affects  the  benefit  level  of 
a  Social  Security  beneficiary.  The  former  is  fimded  by  the  general  revenues,  the 
latter  plays  a  significant  role  in  the  distribution  of  money  from  the  trust 
funds.  If  our  social  goals  ai-e  self  suflBciency  for  senior  citizens  and  fostering 
pride  in  them  of  their  own  independence,  this  disincentive  to  entry  into  the 
SSI  program  should  be  reviewed  by  Congress  in  the  near  future. 

1  38  FR  21188-21193,  subpart  T,  sec.  4ir,.2003(g). 
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B.    rOSTAPPLICATION    DENIAL    OF    BENEFITS 

/.  Process  of  Applications 

Let  us  assume  for  the  moment  that  an  individual  has  located  the  Social  Se- 
curity office  and  been  advised  that  his  application  will  be  processed. 

On  January  1,  1974,  Social  Security  projected  a  universe  of  2.8  million  newly 
eligible  recipients  in  addition  to  the  3  million  who  had  been  converted  from  the 
former  assistance  programs  and  the  200,000  new  eligibles  enrolled  by  the  im- 
plementation date.  As  of  April  1,  1974,  those  of  us  who  participated  in  the  SSI- 
Alert  were  advised  that  only  350,000 "  had  been  enrolled  during  those  3  months. 
If  such  a  pace  were  to  continue  it  would  take  more  than  2  years  to  locate  and 
process  the  2.8  million.  At  present,  there  are  hundreds  of  thousands  who  are 
waiting  to  have  their  applications  processed.  If  these  people  are  not  declared 
eligible  they  have  recourse  to  two  further  procedures,  reconsideration  and 
hearings  and  appeals. 

2.  Reconsideration 

An  applicant  who  is  denied  his  benefits  may  seek  reconsideration  in  the  district 
or  branch  office  where  he  made  his  initial  application.  If,  after  reconsideration, 
the  appliciint  seeks  a  further  hearing,  he  must  apply  for  a  hearing  in  another 
office  of  Social  Security. 

3.  The  Hearings  and  Appeals  System 

Changes  fi'om  the  former  welfare  system  have  been  made  in  the  hearings  and 
appeals  process  under  SSI.  The  process  is  now  under  the  jurisdiction  of  the 
Social  Security  Administration's  Bureau  of  Ileai'ings  and  Appeals.  Hearings 
and  appeals  may  be  invoked  when  benefits  have  been  denied,  withdrawn  or 
leduced.  By  law,  the  constitutional  guarantee  of  due  process  requires  that  the 
right  to  a  benefit,  once  established,  cannot  be  abolished  without  notice  and  a 
hearing.  Adverse  rulings  may  lie  apiJealed  by  the  I'ecipient  to  a  court  of  law. 

Administrative  remedies  include  a  complex  hearing  and  appeals  process, 
modeled  after  the  Social  Security  appeals  system  but  with  some  differences.  Hear- 
ing examiners  do  not  hiye  to  be  more  than  "qualified  persons  without  meeting  .  .  . 
specified  standards  for  hearing  examiners"  under  certain  sections  of  the  law; 
recipients  may  be  represented  by  persons  other  than  attorneys:  and  any  findings 
of  fact  certified  by  the  Secretary  of  the  DepartJiient  of  Health,  Education,  and 
Welfare  are  not  subject  to  review  by  a  court  of  law. 

In  the  view  of  the  National  Council  of  Senior  Citizens,  the  introduction  of  a 
new  hearings  and  appeals  system  creates  the  need  for  training  of  professional 
and  parai)rofessional  personnel  in  the  law,  procedures  need  to  be  established  with- 
in the  system  for  orderly  processing  of  claims.  Imperfection  in  procedures  as  in 
any  new  hearings  system  may  be  expected  to  create  inequities  and  undue  delay 
in  rendering  verdicts.  There  will  be  a  neetl  to  monitor  the  operation  of  the  hear- 
ings and  appeals  systems  so  that  deficiencies  may  be  corrected  soon  enough  to 
avoid  excessive  harm  to  the  recipients.  Recipients  and  persons  responsible  for 
their  welfare  will  have  to  become  acquainted  with  the  mechanics  of  the  procesa 
so  that  it  can  be  utilized  properly  by  the  people  for  whom  it  is  designed. 

We  are  quite  astonished  to  learn  that  with  more  than  a  year  and  a  half  of 
lead  time.  Social  Security  still  does  not  have  a  complete  hearing  and  appeals  .sys- 
tem in  place  and  functioning. 

II.  The  Administration's   Reluctance 

The  final  question  we  ask  today  is  the  hardest  one  of  all.  Has  this  administra- 
tion expended  every  resource  available  to  it  to  promote  SSI  or  has  it  through 
the  devious  genius  of  administrative  red  tape  managed  to  "program"  SSI  for 
failure? 

Such  an  idea  would  not  have  been  one  we  would  have  articulated  a  year  ago, 
but  now  when  we  hear  Rep.  Jim  Wright  (D.,  Texas)  state  that  "Redtape  is 
purposely  fostered  to  keep  the  budgeted  money  from  getting  out,"  ^  we  bcHin  to 
worry  about  other  areas.  The  Texas  Congressman  was  referring  to  the  fact  that 
within  the  first  year  of  the  clean  water  program,  only  $17.3  million  of  $.5  billion 
planned  for  the  program  was  spent.  Wright  said  that  in  ofle  program  designed  to 

-  Report.  "Total  Cumulative  Applications  for  SSI,  Through  April  1974  and  Approximate 
Disposition  as  of  March  31.  1974,"  Weekly  District  Office  and  Social  Security  Information 
Provided  to  Office  of  Congressman  Ogden  Reid. 

3  Washington  Post,  July  2,  1974. 
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reduce  water  pollution,  rules  and  regulations  imposed  on  grant  applications  cut 
spending  in  the  project's  first  15  months  to  4  percent  of  the  intended  level. 

(Matters  get  a  little  closer  to  home  when  we  read  that  the  Office  of  Manage- 
ment and  Budget  plans  to  save  $2  billion  next  year  liy  tightening  spending  for 
the  next  fiscal  year ;  officials  hope  to  save  $1  billion  as  fewer  people  api)ly  for 
social  program  aid,*  according  to  a  statement  made  by  the  Director  of  0MB,  Roy 
L.  Ash,  during  a  recent  news  conference. 

Such  a  public  posture  would  have  been  unthinkable  at  one  time,  but  now  tbat 
"contempt"  has  seemingly  become  a  virtue,  we  hear  public  officials  flouting  the 
clear  intent  of  Congress.  SSI  was  designed  as  a  great  social  exijeriment  which 
would  transfer  America's  weakest  citizens  to  a  program  designed  to  preserve  their 
self-respect.  If  the  administration  refuses  to  set  into  place  a  properly  staffed,  well- 
organized  team  of  administrators,  then  we,  the  citizens,  who  cannot  hitld  ap- 
pointed officials  accountable,  will  be  left  with  the  ashes  of  failure  instead  of  the 
fires  of  compassionate  human  wai'mth. 

If  ever  an  argument  could  be  offered  to  persuade  this  Government  to  create 
an  independent  Social  Security  system,  it  would  be  this  one  of  politicization  of 
that  body.  When  the  Director  of  OMB  and  the  Secretai^^  of  the  Treasury  tell 
us  gleefully  that  a  billion  dollars  can  be  saved  on  our  income  assistance  programs, 
we  have  to  come  to  terms  with  the  need  to  free  Social  Security  from  the  hands 
of  politicians.  Once  again  the  National  Council  of  Senior  Citizens  respectfully 
submits  to  you  gentlemen  that  the  only  way  to  guarantee  the  integrity  of  Social 
Security  is  to  remove  it  from  DHEW  and  let  it  become  an  independent  agency. 

Before  concluding,  I  want  to  compliment  the  members  of  the  Senate  for 
approving  two  very  important  and  urgently  needed  amendments  to   SSI. 

These  amendments,  proposed  by  Senator  Russell  B.  Long  (D.,  Louisiana)  on 
behalf  of  Senators  Walter  F.  Mondale  (D.,  Minnesota)  and  Robert  Taft,  Jr. 
(R.,  Ohio)  and  rejected  by  the  House  conferees  when  attachfKl  to  the  Renego- 
tiation Act  Extension  (H.R.  14833),  are  presently  on  the  Senate-version  of  the 
international  commerce  bill  (H.R.  8217). 

Hoi^fully.  the  House  will  take  the  lead  of  the  Senate  and  accept  these  amend- 
ments. 

The  Mondale  amendment  provides  automatic  increases  in  SSI  benefits  which 
would  parallel  cost-of-living  incre.ases  for  Social  Sec-urity  cash  benefit  recipients 
and  require  States  that  make  supplemental  SSI  payments  to  increase  their  pay- 
ments accordingly.  The  Taft  amendment  would  permit  the  Federal  Government 
to  reimburse  States  and  local  governments  for  emergency  assistance  payments 
to  SSI  eligible  persons  whose  applications  had  not  yet  been  processed.  The 
amount  of  the  emergency  assistance  payments  would  then  be  deducted  from  the 
recipient's  retroactive  SSI  payments. 

I  thank  you  again  for  the  opportunity  to  express  the  views  of  the  Xational 
Council  of  Senior  Citizens  on  this  important  new  program. 

Senator  Ciiitjctt.  IVIr,  Hutton.  would  you  please  introduce  your 
fellow  panelists  at  this  time. 

Mr.  HuTTox.  Mr.  Cliairnian,  the  three  Avitnesses  I  brouoht  here 
today  are  from  different  parts  of  the  country,  each  from  a  State  in 
which  SSI  is  ):)rovided  just  a  little  differently  fi-om  the  other  two. 

On  my  ri^ht  is  Miss  Lucille  Thornhuro-h  from  Knoxville.  Tenn.  ]\riss 
Thornburoh  is  the  coordinator  of  the  Knoxville  senior  aides,  a  pro- 
gram oi^erated  by  the  Xational  Council  of  Senior  Citizens  on  ]:>ehalf  of 
the  U.S.  Department  of  Labor.  She  has  participated  in  the  SSI- Alert, 
searchina;  out  people  who  are  elin-jble  for  SSI  in  Tennessee. 

After  her,  I  would  like  to  turn  to  ]Mrs.  Bea  Kei'sten  on  her  riffht.  mIio 
is  pi-oo:ram  director  of  the  senior  aides  pro.<iram  which  is  administered 
in  ^Minneapolis.  Minn.  She  is  the  AFL-CIO  comnmnity  service  worker 
and  has  a  va.st  experience  with  SSI  in  hei-  State.  To  my  left  is  Irvin 
liyan,  who  is  on  the  Ohio  Commission  on  Aainof  and  worked  on  the 
SSI- Alert.  He  has  been  oi\en  some  intimate  views  of  the  program  and 
its  impact  on  the  eldei-ly. 


*  Wall  Street  Journal.  June  2^.  1074. 
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(3n  my  extrome  loft  is  Mrs.  Barbara  ]Marks.  an  attorney  with  our 
Icfjal  resources  for  the  a<2:ed  project.  She  has  testified  before  this  com- 
mittee in  the  past.  ITer  interest  and  knowledoe  of  the  SSI  proofram  is 
A^ast  and  she  lias  been  actino-  as  technical  adviser  to  our  panel. 

I  introduce  Lucille  Thornburgh  of  Knoxville,  Tenn. 

STATEMENT  OF  LUCILLE  THORNBURGH,   COORDINATOR,  SENIOR 
AIDES  PROGRAM,  KNOXVILLE,  TENN. 

Miss  TiiOKXBUROTi.  Mr.  Chairman,  members  of  the  Special  Com- 
mittee on  Aging,  my  name  is  Lucille  Thornburgh.  As  you  have  heard, 
I  am  the  coordinator  of  the  senior  aides  program,  sponsored  by  the 
National  Council  of  Senior  Citizens  in  Knoxville.  Tenn.  I  am  also  pres- 
ently employed  by  the  Knoxville  community  action  program  to 
search  out  people  who  are  eligible  for  SSL  You  see.  we  have  approxi- 
mately 415.000  peo])le  in  Tennessee  who  are  over  65.  However,  in  Jan- 
uary of  this  3'ear,  when  SSI  started  np.  we  had  only  55.401  aged  on 
SSL  Our  SSI  benefit  level  in  Tennessee  is  the  Federal  benefit  only, 
$140  for  the  single  people  with  no  other  income  and  the  $219  for  mar- 
ried couples. 

As  others  have  and  will  testify,  the  eldei-ly  are  particularly  isolated. 
There  is  no  othei"  group  quite  so  diflicult  to  locate  and  inform.  ^Nlany 
have  no  contact  with  social  service  agencies  and  are  unknown  to  the 
standard  pro\-iders  of  such  services. 

A  large  number  do  not  visit  senior  citizen  confers  or  other  locations 
that  can  pro\i<l{'  info!-ination  of  particular  interest  to  the  eldei-lv. 
Even  attempts  to  reach  the  elderly  in  their  home  through  the  media 
are  largely  unsuccessful.  Small-piint  newspapei-s  do  not  emphasize 
comnnniication  to  sojiioi-  citizens.  Television  sjiot  announcements  are 
(juickly  spaced,  and  the  details  escape  the  attention  of  many  elder 
A'iew^ere.  Thus,  any  program  that  is  intended  to  serve  senior  citizens 
must  include,  not  just  an  infoi'mation  source  or  a  public  relations 
campaign,  1)ut  a  viable  oufi-each  mechanism  to  inform  ]iotential  bene- 
ficiaries of  available  services.  Without  outreach,  SSI  and  foo<l  stami)s 
can  serve  only  those  eldei-ly  who  are  ali-eady  alert  to  its  benefits  and 
cannot  reach  the  uninformed  needy  foi-  whom  Congress  intended  these 
]ii'ogi-ams. 

I  believe  that  oui*  experience  with  SSI  in  Knoxvilh^  pi"oves  that 
this  ontreach  must  be  peisonalized  and  door  to  door,  if  it  is  to  be 
effective. 

Red  Cross  Derkxds  ox  Voluxteers 

The  Red  Cross  does  not  have  the  facilities  to  do  the  job.  As  you 
knoAv,  they  depend  a  gi-eat  deal  on  volunteers,  while  the  comnnmity 
action  committee  has  outreach  workers  who  are  a  part  of  their  staff 
and  alreadv  know  where  a  lot  of  potential  recipients  are  that  otherwise 
would  not  be  reached. 

As  comnumitv-based  organizations.  CAA's  involve  elderly  poor  in 
their  policymaking  and  are.  therefore,  particularly  responsive  to  their 
special  needs.  Since  counnunity  action  is  a  multipurpose  agency,  out- 
reach for  SSI  and  food  stamps  also  provides  an  occasion  to  discuss 
other  services — such  as  hou'^ing,  em])loyment,  and  legal  assistance — 
and,  when  necessary,  furnish  transportation  to  help  the  senior  citizen 
leach  the  sen^ice  agencies. 
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Community  action  is  well  experienced  in  outreach  and  referral 
functions,  and  is  prepared  to  follow  up  with  these  agencies  to  insure 
that  those  who  qualify  for  benefits  secure  the  services.  I  think  that  it 
highly  desirable  that  these  various  outreach  contacts  be  combined  in 
the  single  agency  capable  of  providing  this  broad  help.  I  recommend 
that  further  grants  for  outreach  services  to  tlie  elderly  be  made  ini- 
mediately,  and  that  community  action  agencies  be  among  the  agencies 
implementing  the  contacts. 

I  personally  have  been  working  on  enrolling  people;  and  I  have 
assisted  some  400,  with  the  help  of  CAA  outreach  workers,  to  file 
applications  for  SSI.  ^ly  territory  includes  both  city  people  and  also 
the  niral  Tennessee  families. 

Not  all  of  them  have  received  SSI,  although  I  felt  that  all  of  them 
were  in  need.  Now  I'd  like  to  tell  you  about  a  strange  thing  I  have 
found  as  I  go  through  the  countryside,  because  I  think  you  coidd 
change  the  law  so  that  people  in  my  State,  or  in  any  other  State  where 
the  inequity  exists,  will  no  longer  be  prevented  from  receiving  assist- 
ance when  there  is  a  clearcut  need, 

"V^Hiat  I  would  like  to  discuss  is  the  exclusion  from  resources  per- 
mitted in  order  for  the  person  to  be  considered  eligible.  Now  the  law 
states  that  the  Secretary  can  determine  the  reasonable  value  of  a 
home  and  tliat  amount  shall  be  excluded  from  the  resources  of  a 
person  who  applies.  The  importance  of  this  exclusion  is  the  eli- 
gibility for  SSI  is  determined  on  the  basis  of  a  person's  income  and 
his  resources. 

The  Secretary  decided  that  a  reasonable  value  of  the  home  should 
be  set  at  $25,000.  It  was  a  fair  decision  and  older  people  who  are 
lianging  on  for  dear  life  to  remain  independent  in  town,  can  get  a 
little  SSI  even  though  they  have  a  family  home  which  is  worth  up 
to  $25,000,  provided  they  met  all  the  other  criteria. 

However,  I  would  like  to  describe  two  diflferent  couples  that  I  ran 
across  in  the  Tennessee  countryside. 

IVIr.  and  ]Mrs.  Orion  Ottinger  are  a  married  couj-jle,  both  of  whom 
are  76  years  old.  Tlio  Ottino-ers'  entire  income  is  Mr.  Ottinger's  "World 
War  veteran's  pension  of  $154  ])er  month. 

They  live  in  a  very  modest  house  which  is  suri-ounded  by  their  12- 
acre  farm.  Tl^e  entire  property  is  assessed  at  $15,000.  The  entire  farm 
is  mostly  jiastureland  that  is  very  "slatey."  When  the  Ottingers  were 
yoiinir  they  raised  tobacco  and  hay  there.  They  never  worked  at 
any  jobs  that  paid  Social  Security  although  they  worked  hard  on  their 
farm. 

The  Ottingers  applied  for  SSI.  but  were  denied  it.  Now  you  may 
wonder  why  they  don't  just  sell  the  farm,  use  up  the  money  and  then 
apply  again. 

First,  they  would  have  trouble  selling  the  farm  since  there  is  no 
richt-of-way  into  it.  Second,  if  two  people  of  76  sold  at  a  sacrifice 
and  moved  out  of  their  lifelong  home  wouldn't  that  be  enough  of  a 
shock  to  make  them  ill  or  even  kill  them  ?  Where  would  they  go  where 
they  could  maintain  themselves  in  independeiice  and  dignity  as  they 
have  right  there  on  those  12  acres  of  Tennessee  farmland  ? 

EeNDEKED    IXEr.IGIBEE    I^NDER    AdIMINISTRATION    CrITERIA 

Senator  Ciiurctt.  Can  vou  tell  me  why  this  farm,  being  only  $15,- 
000  and  consisting  of  only  12  acres,  rendered  them  ineligible  under 
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the  administration  criteria?  You  liad  said  earlier  that  a  $25,000 
home 

Miss  Thornburgh.  Senator,  that  is  something-  that  I  would  cer- 
tainly like  to  know.  Why  can  a  city  slicker  own  the  home  at  $25,000 — 
which  to  me  a  $25,000  home  is  a  very  nice  home — and  get  SSI  while 
this  couple  out  on  this  little  12-acre  farm  can't  get  SSI  ?  Are  Ave  going 
to  i)ena]ize  the  people  because  they  have  worked  and  bought  a  little 
piece  of  land  ? 

Suppose  they  did  sell  their  farm  and  get  the  full  value?  I  do  not 
know  how  they  could  do  it  without  a  right-of-way.  If  they  did  sell 
it  and  get  the  $15,000  for  it,  where  are  they  going  to  go  then  i  Two  peo- 
ple, 76  years  old,  could  not  move  into  town  into  one  of  the  low-income 
highrises.  I  thirik  the  shock  would  make  them  ill,  if  it  did  not  kill  them 
and  with  $15,000  in  proceeds  from  the  farm  they  would  not  be  eligible 
for  SSI.  Now,  where  could  they  go  that  they  could  maintain  their  inde- 
pendence and  dignity  as  they  are  doing  out  there  on  this  farm  ?  I  think 
it  is  very  unfair,  that  their  homestead  cannot  be  excluded  and  yet  a 
city  person  can  own  a  house  up  to  $25,000  and  not  have  it  counted.  For 
rural  people  the  little  farm  is  as  much  their  home  as  four  brick  walls 
are  to  a  city  person. 

Now,  I  would  like  to  tell  you  of  an  even  worse  case  of  the  Parkers 
who  live  just  outside  of  Knoxville. 

Mrs.  Blanche  Parker  is  GO  vears  old.  ]SIr.  Parker,  her  husband,  is  76. 
He  receives  $81.80  in  Social  Security.  She  gets  $116.10.  for  a  total  of 
$197.90.  Thev  each  haA'e  a  life  insurance  policy,  hers  is  $1,000,  his  $500, 
for  a  total  oi  $1,500. 

They  have  a  very  modest  home,  the  simplest  kind  of  shelter,  clean 
and  neat,  but  just  ade{[uate.  However,  their  house  is  surrounded  by 
the  rockiest,  hilliest,  poorest  land  you  ever  saw.  The  Knox  County 
trustee's  office  says  this  farm  is  assessed  at  $3,788.  And  here  again,  the 
farm  cannot  be  excluded  because  it  is  not  a  $25,000  house. 

I  cannot  think  of  anything  that  they  could  raise  on  this  farm.  They 
have  used  it  at  one  time  for  pasturehmd  but  they  say  now  the  fer- 
tilizers they  have  to  put  on  the  poor  ground  out  there  would  cost 
more  than  they  would  get  out  of  the  hay.  This  is  another  one  of  those 
places  where  you  could  not  even  raise  greens,  as  rocky  and  hilly  as  it  is. 

These  are  mequities  that  I  would  like  to  see  cleared  up.  I  do  not  feel 
they  were  ever  intended  to  be  in  the  law,  but  I  am  afraid  it  will  take 
your  work  here  to  get  it  corrected  for  these  poor  rural  Americans  who 
never  could  get  here  to  tell  you  their  problems. 

In  fact,  when  Mr.  Hutton  suggested  I  join  him  as  a  witness  this 
morning,  I  was  reluctant  at  first.  I3ut  then  I  thouglit,  maybe  I  can  tell 
the  story  for  the  SSI  people  in  rui-al  Tennessee  and  maybe  we  can 
all  work  together  to  improve  our  fellow^  man's  lot. 

Senator  Church.  Thank  you  very  much.  I  am  pleased  you  came  to 
give  us  this  very  valuable  testimony. 

Senator  Brock.  I  laiow  the  territory  you  are  talking  about  very 
well  and  I  know  the  Ottinger  case.  I  do  not  really  understand — I  think 
the  Senatoi-  from  Idaho  and  I  have  the  same  question :  What  it  is  in 
the  regulations  that  precludes  the  SSI 

Miss  ThorxburCtH.  I  do  not  know  either.  I  want  to  know.  Is  it  a 
matter  of  local  interpretation? 

]Mr.  IIuTTON.  Mrs.  ]\Iarks  can  answer  that. 
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]Mrs.  Marks.  Senatoi-,  liouses  are  excluded  fioin  resources  that  are 
counted  for  eligibility  for  SSI.  Eligibility  is  based  on  need.  Need  is 
determined  by  income  and  resources.  A  house  that  the  person  lives 
in  is  excluded  as  a  resource  up  to  the  vahie  of  $25,000.  However,  it  is 
treated  literally  as  a  house.  Therefore,  if  you  have  somel>ody  who  owns 
a  farm,  that  is  a  resource  that  is  not  excluded.  I  think  it  is  a  semantic 
proaram. 

Senator  Chirch.  Let  me  be  sure  I  understand  what  you  are  saying, 
if  i  may,  Senator,  as  a  foUoAvup. 

Suppose  the  person  had  a  house  located  on  a  small  acreage,  say  S 
or  10  acres.  If  it  was  pooi-  land  and  if  the  house  and  the  land  together 
■were  Avorth  less  than  $25,000,  still  that  person  Avould  iiot  be  eligible,  am 
I  correct? 

]\rrs.  Marks.  That  is  correct. 

Senator  CiiuRcir.  Though  a  person  liAnng  in  a  city  on  a  small  lot 
Avith  a  house  that  Avas  Avorth  less  than  $25,000  Avould  be  eligible? 

]Mrs.  Marks.  That  is  correct,  sir. 

Keoulatioxs  Discrimixate  Against  Eur^vt.  People 

Senator  Church.  Then  the  regnlations  clearly  discriminate  against 
rural  people  by  approving  different  standards  to  them  if  they  OAvn 
moi'e  than  a  lot,  eA*en  though  their  actual  economy  position  could  be 
infei'ior  to  the  person  OAvning  a  house  in  the  city  Avho  is  declared 
eligible? 

INIrs.  Marks.  Absolutely  cori-ect.  I  do  not  knoAv  if  the  inequity  lies 
in  the  regulation.  It  uiaA'  lie  in  the  language  of  the  laAv. 

Senator  Church.  "We  must  look  very  carefully  to  the  laAv  itself  to 
see. 

^frs.  Marks.  Yes.  ]Miss  Thornbui'gh  Avanted  to  illuminate  that  point 
for  you  gentlemen. 

Senator  Brock.  I  understand  Sumner  Whittier  of  SSI  is  here  and 
I  Avonder  if  Ave  could  ask  him. 

Mr.  Whittier.  What  they  saA'  is  correct.  "What  Avas  at  the  beginning 
of  the  program,  Ave  quicklv  discoA'ered  that  inequity.  There  AA'cre  a 
num])er  of  situations  in  Tennessee  and  in  Alal)ama  and  that  has 
changed  and  if  they  Avould  reapply,  I  am  sure  that  they  are  at  this 
point  eligible. 

Senator  Church.  That  is  good  to  knoAv  because  it  Avas  appai'cntly 
a  uiatter  that  could  be  corrected  by  changing  the  I'egulations 
themselves. 

Mr.  Whittier.  Yes;  it  Avas  all  changed  by  regulation.  It  did  have 
a  A-ery  severe  effect  exacth'  as  described  and  as  quickly  as  Ave  became 
aAvar-e  of  it.  aa'c  did  change  it. 

Mr.  HuTTOx.  I  Avould  like  to  ask  if  they  publicized  that  because  Miss 
Thornburgh  said  they  did  not  knoAv  of  it  last  Aveek  and  she  has  operated 
the  outreach  program. 

Senator  Church.  I  thiiik  every  effort  should  l)e  made  to  make  it 
knoAvn  that  these  regulations  have  been  changed,  if  that  is  the  case. 
Perhaps  these  hearings  will  help  publicize  this  good  neAvs. 

Miss  Thorxrurgh.  Does  the  Social  Security  office  in  Knoxville  know 
this  has  been  changed  ? 

Mr.  Whittier.  The  information  has  been  sent  out,  but  if  they  do  not 
at  this  moment,  I  assure  you  by  5  o'clock  tonight  they  will. 


587 

Senator  Church.  Good.  You  have  gotten  that  much. 

Senator  Brock.  That  will  take  care  of  Tennessee  anyway. 

Mr.  Whittier.  Yes. 

Mr.  HuTTOX.  May  we  move  to  Minneapolis  ? 

Senator  Brock.  I  thank  you.  Go  ahead. 

Miss  Thornburgh.  Thank  you. 

]Mr.  HuTTOX.  Mrs.  Bea  Kersten  of  ^Minneapolis. 

STATEMENT  OF  BEA  KERSTEN,  DIRECTOR,  SENIOR  AIDES  PROJECT, 
AND  AFL-CIO  COMMUNITY  SERVICES  DIRECTOR,  GREATER 
MINNEAPOLIS  AREA,  MINN. 

Mrs.  Kerstex.  It  is  no  simple  task  to  follow  Bill  Hutton  and  Lucy 
Thornburgh.  I  would  like  to  limit  my  remarks  somewhat  and  yet,  I  am 
afraid  if  I  don't  stick  to  my  script,  I  will  get  carried  away. 

Mr.  Chairman,  and  distinguished  members  of  the  Special  Committee 
on  Aging,  my  name  is  Mrs.  Bea  Kersten.  As  program  director  of  the 
senior  aides  project  and  director  of  community  services  activities, 
AFIj-CIO,  Greater  Minneapolis  area,  I  am  pleased  indeed,  for  the 
opportunity  to  be  here  today,  to  share  w^ith  you  some  of  the  problems, 
concerns,  and  experiences  in  the  area  of  human  need,  since  the  advent 
of  the  SSI  program,  January  1, 1974. 

On  behalf  of  Minnesotans,  the  poor  elderly :  infirm,  disabled,  l)lind, 
the  many  workers  who  serve  them ;  and  personally,  may  I  congratulate 
you  for  addressing  yourselves  to  an  early  assessment  of  the  degree  of 
effectiveness  of  the  SSI  program. 

Minnesota  now  has  a  population  of  close  to  -1  million— one-third 
residing  in  the  Greater  Minneapolis  area — of  which  approximately 
4l>5,000  are  elderly. 

January  1,  1974,  saw  29.600  conversions  including  OAA,  AI),  and 
AB  from  welfare  roles  to  SSI. 

There  was  indeed  chaos  for  a  large  number  of  those  29,600  recipients. 
Information  regarding  delays  and  mistakes  s[)read  like  wildfire  which 
was  certainly  not  conducive  to  promoting  the  i)rogram. 

The  SSI- Alert  recruitment  and  training  got  olf  to  a  slow  start  and 
was  in  operation  onh'  ;>  months.  Red  Cross,  the  SSA.  and  the  SSI-Alert 
directors  were  disappointed  in  the  response  to  the  call  for  volunteers. 
Of  the  30  who  completed  training  in  Minneapolis,  our  office  alone  pro- 
vided 12.  There  is  no  effective  information  or  publicity  program  on 
SSI  in  Minnesota. 

To  date,  accordinii  to  infoi-mation  given  Julv  12.  l)v  the  SSA  oflice 
the  Minneapolis  office  has  certified  only  2.000  additional  persons  as 
eligible  for  SSI;  the  figure  is  approximately  6,000  for  the  State.  I 
hasten  to  add,  there  has  been  considerable  reference  recently  to  SSA 
and  the  danger  of  its  funding  running  out — this  worries  many  seniors. 

OxLY  2,000  SSI  Eligibles  ix  ]\IixxEAroLis  Area 

As  one  who  has  worked  with  people  problems  for  22  years,  and  with 
several  hundred  volunteers,  including  80  senior  aides,  who  work  with 
people  and  people  problems  everv  day — I  find  it  shocking  that  our  sys- 
tem has  found  only  2.000  SSI  eligibles  in  the  Greater  Minneapolis 
area  since  Januarv  1. 
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People  cannot  be  expected  to  respond  to  something  the y  do  not  know- 
about,  or  understand. 

The  feedback  I  get,  which  has  been  substantiated  by  many  others 
^Yllo  ^York  with  the  elderly  poor,  the  blind  and  the  disabled  is: 

(1)  People  are  distrustful  and  fearful  of  the  new  Government 
programs, 

(2)  They  feel  being  subjected  to  a  means  test  is  demeaning  and 
degrading. 

(3)  Minneapolis  had  a  lien  law  which  was  repealed  in  the  1972  legis- 
lative session;  however,  too  many  people  still  feel  the  Government  will 
take  their  home  away  if  they  get  any  kind  of  financial  assistance  other 
than  SSA. 

(4)  Many  with  minimum  SSA  say  they  would  rather  struggle 
along  than  go  through  all  that  redtape. 

(5)  Last,  but  not  least,  the  $166  is  in  reality  a  miserly  amount  when 
one  takes  into  account  the  double  digit  inflation. 

While  the  work  I'm  paid  to  do  is  in  the  urban  area — Greater  Min- 
neapolis— I  do,  in  fact,  have  many  contacts  and  handle  many  referrals 
from  out-State  as  well  as  out-of-State. 

In  the  social  welfare  field  there  is  a  high  degree  of  confidentiality. 
However,  two  clients  who  said  please  use  our  names,  responded  as 
follows — both  reside  in  rural  northern  Minnesota,  in  the  Bemidji 
area : 

I^Irs.  Marie  Winn : 

What  I  get  now,  I'm  entitled  to  through  Social  Security.  My  husband  and  I 
worked  for  it.  This  little  acreage  is  all  I  have,  since  Dad  is  gone.  I  don't  want  the 
State  to  take  it  away  from  me.  I  don't  like  all  that  red  tape. 

Mrs.  Edith  Jacobson : 

I  don't  know.  What  I  get  now.  isn't  much,  but  somehow  I  get  by.  It  ain't  easy, 
with  prices  going  up  every  day  for  food  and  medicine  and  doctors.  But  I  just  don't 
buy  much  at  the  grocery  store  no  more.  But  I've  got  enough  to  bury  me  and  that 
ain't  no  business  of  the  Government. 

It  took  a  lot  of  reasoning  and  taking  these  people  by  the  hand  to  get 
them  to  apply  for  SSI — moi-al  support  from  someone  ihev  trusted  was 
the  key.  Has  the  Government  made  provision  for  adequate  staff  to  do 
this  kind  of  job  ?  It  doesn't  appear  so. 

Only  the  day  before  yesterday,  I  learned  that  our  local  SSA  ofRce 
will  have  a  redttction  in"staff .  'Wlien  and  how  will  they  be  able  to  effec- 
tively reach  the  29,000  leads— SSA  recipients  with  under  $166  per 
month — with  a  reduced  staff,  when  they  haven't  been  able  to  start  an 
effective  outreach  effort  to  date? 

Unlisted  Xumbers,  Unpublished  Locations  for  SSI  Offices 

Two  SSA  satellite  offices  have  been  opened.  Both  in  suburban  areas. 
Both  still  have  imlisted  numbers  and  these  locations  are  unpublicized. 
How  meaningful  can  such  unpublicized  offices  be  to  people  in  the  area? 
Wiy  don't  they  have  the  staff  to  man  these  offices? 

^iay  I  prevail  on  you  a  few  minutes  longer  to  cite  just  two  examples 
of  referrals  that  came  to  me  personally,  not  long  ago. 

Mr.  X  called,  just  furious,  saying  he's  had  sevei-e  health  problems  for 
some  time,  but  tried  to  continue  Avorking.  He'd  missed  a  lot  of  work 
in  the  last  o  or  4  years.  In  1973.  his  i^i-escription  drug  bill  alone  was 
over  $1,200.  while* his  doctor  had  told"  him  he  couldn't  work  any  more 
in  his  condition.  It  wasn't  until  after  January  1,  1974,  that  his  doctor 
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said,  "If  you're  lucky,  you  can  live  2  more  years  at  the  most."  That's 
when  he  applied  for  SS  disability  benefits.  The  interviewer  who  took 
liis  application  said,  "If  your  claim  is  allowed,  you  will  get  your  first 
check  August  1." 

Someone  told  him  to  call  me  for  help.  He  said,  "All  our  savings  are 
gone,  mostly  for  doctor  bills  and  prescriptions.  What  are  we  expected 
to  live  on?" 

On  questioning  him,  no  one  had  explained  SSI  at  the  Social  Security 
office.  He  wasn't  aware  of  the  5-month,  no-bone  fit  provision  of  OASDI. 
and  once  he  found  out,  he  did  not  know  where  to  turn  in  the  interim. 
I  got  an  SSI  application,  helped  him  fill  it  out  and  hand  delivered  it 
to  a  key  person  in  the  local  SSA  office.  During  the  interim  period,  we 
got  help  for  him  through  the  VA.  He  was  59  years  old. 

Another  example.  A  client  was  referred  to  me,  saymg  tlie  family 
had  an  emergency.  This  family,  too,  had  sought  help.  The  head  of  the 
household  had  a  very  sore  mouth.  He  thought  it  was  a  tooth  needing 
care.  His  dentist  looked  and  said  he  had  to  go  to  the  hospital.  The 
man  had  cancer  of  the  mouth.  He  had  30  cobalt  treatments,  lost  vision 
in  one  eye,  lost  equilibrium,  and  applied  for  OASDI.  No  one  explained 
SSI  or  suggested  application  be  made.  No  one  referred  him  or  his  fam- 
ily to  general  public  assistance.  The  SSA  staff  are  not  social  workers. 
Our  office  got  the  ball  rolling.  The  client  died  5  days  after  lie  was 
referred  to  me. 

In  talking  with  the  SSA  director  as  to  why  this  case  was  neglected, 
the  response  was  that  it  could  happen  for  a  number  of  reasons : 

(1)  The  staff  needs  time  to  "get  used"  to  the  new  programs. 

(2)  There  is  a  shortage  of  staff. 

(3)  "It  takes  time  to  assimilate  all  of  the  facts,  and  our  workers  are 
not  social  workers,"  he  said. 

We  liave  an  excellent  welfare  department  in  our  county,  with 
sensitive,  well-trained  social  workers  and  good  facilities.  One  of  the 
problems  seems  to  be  the  inadequate  staffmg  and  budget  for  Social 
Security  offices.  It  is  almost  like  what  people  don't  know  about  they 
can't  ask  about  or  apply  for  and  therefore  less  money  goes  out. 

I  find  the  annual  report  Avhich  I  receive  from  our  local  SSA  office, 
documenting  the  number  of  beneficiaries  by  county  and  for  the  State, 
a  most  helpful  statistic.  The  annual  report  for  1973  is  just  now  coming 
out.  We  usually  get  it  by  mid- July. 

Average  Monthly  Ixcome  of  $125.42 

In  Hennepin  County  there  are  70,770  retired  worker  beneficiaries 
whose  average  monthly  benefit  is  $176.50.  There  are  presently  6,005 
disabled  beneficiaries  whose  average  disability  benefit  is  $189.84.  They 
do  not  give  a  separate  breakdown  for  four  categories;  namely:  De'- 
pendents  of  retired  workers,  dependents  of  disabled  workers,  survivors 
of  deceased  workers,  and  special  age  72  beneficiaries.  These  four  cate- 
gories in  Hennepin  County  total  120,300.  The  average  monthly  in- 
come for  this  group  is  $125.42.  This  is  a  classic  example  of  the  extent  of 
the  job  that  needs  to  be  done  in  informing  SSA  recipients  of  SSI. 

In  closing,  may  I  say  that  I  feel  that  the  Congress  had  indeed 
demonstrated  its  concern  for  the  problems  of  the  elderly  through  the 
Federal  legislation  which  they  have  passed  and  which  is  pending. 
I  hasten  to  add  there  are  several  ingredients  missing. 
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I  can't  believe  that  when  Congress  passed  a  Social  Security  in- 
crease it  was  intended  to  bail  out  the  housing  authority.  Yet,  l)ecause 
of  the  financial  bind  ERDA  finds  itself  in.  it  needs  income  from 
rent,  and  so  some  of  the  elderly's  SSA  increase  goes  to  the  housing 

authority. 

The  l3epartment  of  .Agriculture  gains  when  seniors  have  to  pay 
more  for  food  stamps.  Seniors  pay  more  when  SSA  is  increased,  so 
part  of  their  increase  goes  to  the  Depai'tment  of  Agriculture. 

I  realize  that  eligibility  for  medicaid  varies  from  State  to  State. 
However,  again  what  the  person  must  pay.  is  based  on  income,  and 
again  when  seniors  receive  SSA  increases,  it  was  like  a  "windfall*' 
to  the  State  welfare  department.  Tn  other  words,  how  much  did  the 
seniors  have  left  in  terms  of  additional  buying  power,  to  help  them 
out  of  poverty  ?  The  elderly  have  had  experience  in  managing  finances 
for  many  years.  They  see  this  failure  to  retain  SSA  increments,  not  as 
a  help,  but  as  a  "sham"  to  help  other  departments  of  Government. 

May  I  share  with  you  at  least  a  portion  of  a  letter  from  a  dedicated, 

sensitive  civil  servant : 

(1)1  hear  rnmors  that  many  persons  who  were  determined  eligible  for  aid  to 
disabled  by  various  county  welfare  departments  may  not  he  eligible  for  SSI  l)ene- 
fits.  The  rather  strict  SSA  disability  standards  are  being  used  instead  of  the 
medical/social  history  used  by  Department  of  Public  Welfare.  It  is  my  under- 
standing that  everyone  receiving  AD  in  December  1973,  who  was  not  receiving 
it  in  June  1973,   will  have  to  reestablish  eligibility   on   basis   of  tough    SSA 

standards. 

(2)  Many  of  you  are  acquainted  with  senior  citizens  housing  authority  develop- 
ments. Originally,  the  tenant  selection  (priority)  was  based  on  urgency  of  hous- 
ing need  due  to  displacement  or  substandard  conditions.  This  is  .  .  .  sound  .  .  . 
when  the  housing  authority  goes  into  the  "red"  then  the  top  priority  becomes 
ability  to  pay  instead  of  need  which  is  exactly  what  has  happened  in  Aitkiu 
County.  Seems  to  me  this  is  more  than  just  a  slight  deviation  from  original  in- 
tent of  such  housing.  If  you  have  a  senior  citizen  housing  authority  in  your  city 
or  countv,  you  may  be  interested  in  their  financial  condition.  Many  may  be  operat- 
ing in  the  '"'black"' by  only  a  few  hundred  thousand  dollars  but  if  price  of  heating 
fuel  goes  up  6  cents  a  gallon  they  might  be  in  the  "red." 

"Life  is  like  a  journey  on  a  train 
With  two  fellow  travelers  at  each  window  pane. 
I  may  sit  by  your  side  the  whole  journey 

through 
or  I  may  sit  elsewhere,  never  knowing  you 
Should  fate  deem  me  to  sit  by  your  side. 
Let's  be  pleasant  travelers,  'tis  so  short  a 

ride." 

I'm  sorry.  I  feel  too  few  people  have  the  opportunity  to  sit,  side  by 
side. 

Thank  vou.  I  would  defer  anv  further  remarks  to  the  next  speaker. 

Mr.  HuTTON.  Mr.  Irvin  Kyaii,  from  Youngstown,  Ohio,  would  like 
to  introduce  his  statement  in  the  record,  but  he  will  give  a  couple  of 
highlights. 

STATEMENT  OF  IRVIN  H.  RYAN,  EXECUTIVE  BOARD  MEMBER, 
NATIONAL  COUNCIL  OF  SENIOR  CITIZENS,  AND  MEMBER,  OHIO 
COMMISSION  ON  AGING,  YOUNGSTOWN,  OHIO 

Mv.  Ryan.  :Mr.  Cliairman,  members  of  tlie  Special  Committee  on 
Aging,  mv  name  is  Irvin  II.  Ryan.  I  am  an  executive  board  member 
of  tho.  National  Council  of  Senior  Citizens  of  Washington.  D.C.,  and 
1  of  the  12  members  of  the  Ohio  Commission  on  Aging,  established 
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by  Ohio's  Governor,  John  J.  Gilliii-an.  as  well  as  being  president  of  the 
Xoitheastei-n  Ohio  Senior  Citizerns  Council,  which  represents  over 
20.000  retired  pei'sons  in  four  counties  of  our  State;  namely,  Mahon- 
ing, Trumbull.  Ashtabula,  and  Columbiana.  I  have  served  as  director 
of  the  Mahoning  County  SSI-Alert  project  and  am  well  aware  of  the 
failures  and  faults  of  tliis  program. 

As  you  know,  the  Supplemental  Secui-ity  Income  program,  coui- 
monly  known  as  SSI,  was  designed  by  Congress  to  replace  the  adult 
w^elfare  programs  of  aid  to  the  permanently  and  totally  disabled,  aid 
to  the  blind,  and  aid  to  the  aged.  It  was  originally  set  up  to  assure 
a  mininnun  income  to  every  aged  person  who  needs  it.  It  was  also  to 
provide  a  similar  income  floor  to  our  disabled  and  blind. 

Administi-ative  confusion,  legislative  omissions,  and  restrictive 
regulations  have  subverted  the  intent  of  the  SSI  law  and  could  have 
left  literally  thousands  of  needy  people  without  financial  assistance. 
We  are  sure  Congress  did  not  mean  this  program  to  take  away  the 
benefits  f  I'om  our  people ;  yet,  that  is  exactly  what  nearly  happened. 

Extension  of  Food  Stamp  ProgpuVm  Premsnts  Disaster 

Wo  are  exti'emely  grateful  that  the  Congi-oss  passed  the  extension 
on  the  food  stamp  pi'ogram.  We  would  have  had  a  real  disaster  in 
Ohio,  because  over  100.000  SSI  recipients  would  have  been  ineligible 
for  food  stamps  while  their  equally  pooi-  working  neighboi-s  who  had 
small  earned  incomes  would  have  remained  eligible.  However,  that 
ciisis  Avas  avoided  because  you  gentlemen  extended  eligibility  for  an- 
other 12  niontlis.  For  that,  the  people  of  Ohio  and  other  SSI  recipients 
all  over  the  country  are  extremely  grateful. 

We  must  make  sure  that  none  of  our  elderly,  blind,  or  disaliled  per- 
sons are  denied  their  right  to  obtain  cash  assistance  from  the  SSI  pro- 
gi'am.  I  would  like  to  briefly  touch  upon  some  of  the  areas  where  wo 
feel  change  is  needed. 

In  our  area,  we  found  there  was  a  lack  of  an  emergency  assistance 
program  thi-ough  the  Social  Secur-ity  Administration  olHces  to  meet 
the  immediate  needs  of  an  applicant  during  tiie  delays  in  determining 
eligibility,  especially  with  regard  to  disability  applicants. 

Wo  also  found  many  needy  ])eople  denied  bcMiofits  midor  the  SSI 
piogi-am  solely  because  of  their  living  ai'iauoeinents.  People  who  live 
in  the  household  of  another  automatically  had  beneUt  [)ayments  re- 
duced by  one-third.  Their  needs  were  assumed  to  be  less  because  of  in- 
kind  contril)utions  fi-om  those  with  whom  they  live.  This  occurred  re- 
gardless of  the  relationship  of  the  i)ei-sons  with  whom  they  live,  or  the 
financial  status  of  the  persons  involved.  The  i-esult  was  that  people 
with  no  legal  obligation  to  provide  support  to  the  needy  persons  and 
who  themselves  had  little  or  no  income,  were  assumed  to  contribute  at 
least  one-third  of  the  ap])licant*s  subsistence. 

One  of  our  ai)plicants  was  permitted  to  live  in  one  room  of  a  friend's 
home  because  the  applicant  was  unable  to  work  and  had  no  income. 
His  SSI  benefits  were  immediately  reduced  by  one-third  l^ecause  of 
the  kindness  of  this  friend  in  permitting  him  to  live  in  the  same  house- 
hold, although  the  friend  had  only  sufficient  income  to  take  care  of 
his  own  food,  utilities,  and  so  forth,  and  could  not  contribute  to  the 
ai)i)licant"s  welfare  in  any  other  way  except  in  letting  him  use  a  room. 

Another  applicant,  an  elderly  lady  living  in  her  own  home  but  re- 
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quiring  daily  personal  care,  could,  have  received  $21  in  SSI  to  supple- 
ment her  $130  a  month  widow's  Social  Security  check. 

But  because  her  son  denied  his  own  family  to  pay  $200  a  month  to 
give  his  mother  necessary'  care,  the  lady  was  denied  the  $25  SSI  sup- 
plement. If  the  son  ceases  to  give  her  this  necessary  care,  she  can 
receive  a  paltry  $24  in  SSI  which  would  not  help  her  much.  The  son 
must  deny  his  own  family  to  do  all  for  her  or  do  nothing  so  that  his 
mother  can  get  next  to  nothing  on  SSI. 

Such  a  policy  leads  to  putting  people  in  long-term  care  facilities  at 
an  increased  cost  to  the  Government,  in  order  to  get  around  the  in- 
adequate benefit  level  of  SSI.  Yet,  such  people  are  perfectly  able  to 
live  in  their  own  home  for  less  than  the  cost  of  the  long-term  care 
facility. 

These  people  are  placed  in  nursing  homes  and  forced  to  submit  to 
inhumanities,  poor  care,  and  unhappiness  at  being  unnecessarily  up- 
rooted from  their  own  homes  simply  because  of  the  omissions  of  our 
Government.  There  is  much  that  Congress  could  do  to  eliminate  such 
absurdities. 

Another  problem  with  SSI  eligibility  is  the  personal  and  real  prop- 
ertv  being  counted  as  resources.  They  were  assigned  such  imrealistic 
values  that  our  people  were  "appraised"  out  of  needed  money. 

Although  in  my  particular  county,  we  found  the  SSA  offices  most 
cooperative  in  working  with  us  on  the  SSI  program,  in  other  parts 
of  our  State  we  received  reports  of  disinterest,  delays,  and  in  some 
cases,  downright  refusal  to  participate. 

Attempting  To  Live  on  $50-$56  Per  Month 

In  our  search  for  possible  eligible  applicants  for  SSI  who  might  not 
yet  have  heard  of  the  program,  we  found  pitiful  cases  where  people 
were  attempting  to  live  on  incomes  as  low  as  $50-$56  per  month.  How 
it  could  be  called  living  was  beyond  the  imagination  of  our 
investigators. 

JSIany  of  them  either  had  no  families,  or  their  families  were  in  the 
same  pitiful  state  of  public  neglect  as  themselves.  Here  again,  the 
automatic  one-third  reduction  in  benefits  was  a  penalty  for  living 
in  one  another's  household  even  though  none  of  them  had  enough  to 
buy  proper  food,  health  care,  and  so  forth,  or  merely  handle  daily 
necessities. 

Although  the  SSI  program  as  it  presently  stands  is  unequal  and 
improperly  administered  in  many  ways,  we  feel  it  is  a  much-needed 
program  and  could  do  more  to  alleviate  suffering  and  neglect  of  our 
poorer  population  if  its  faults  and  inequities  were  corrected. 

Surely,  as  members  of  the  Senate  Special  Committee  on  Aging,  you 
realize  how  imperative  it  is  to  correct  these  problems  and  make  this 
SSI  program  effective,  as  you  are  all  reasonable  men  with  concern 
for  your  fellow  human  beings. 

Senator  Chitrcii.  As  I  understand,  if  an  applicant  for  SSI  assistance 
lives  in  a  home  other  than  his  own,  it  is  assumed  that  the  household 
is  contributing  at  least  a  third  of  his  subsistence.  Is  that  correct  ? 

ISIr.  Ryan.  That  is  correct.  However,  the  household  he  lives  in  may 
be  unable  to  subsist  itself. 

Senator  Ciiitrcii.  Thank  you. 

Senator  Brock,  do  you  have  any  questions  ? 

Senator  Brock.  No  questions. 
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Senator  Church.  Are  you  finished,  Mr.  Hutton?  Does  that  complete 

the  panel?  .     ^^r     ^i    •  t.  •      n   •     ^.i, 

Mr.  Hutton.  That  completes  it,  Mr.  Chairman,  it  is  all  m  the 

record. 

Senator  Church.  We  appreciate  the  testimony  very  much.  We  are 
moving  a  little  late,  so  thank  you  for  expediting  the  testimony. 

Our  next  witness  is  Jacquelyne  Jackson,  vice  chairman,  National 
Caucus  on  the  Black  Aged ;  associate  professor  of  medical  sociology, 
Duke  University  Medical  Center. 

STATEMENT  OF  JACQUELYNE  JACKSON,  PH.  D.,  VICE  CHAIRMAN, 
NATIONAL  CAUCUS  OF  THE  BLACK  AGED;  ASSOCIATE  PROFESSOR 
OF  MEDICAL  SOCIOLOGY,  DUKE  UNIVERSITY  MEDICAL  CENTER 

Dr.  Jackson.  Senator,  our  esteemed  NCBA  chairman,  Echart  C. 
Jackson,  regrets  his  involuntary  absence  from  these  hearings  today, 
but  I  am  liere  to  testify  in  his  place.  I  am  Jacquelyne  Johnson  Jackson, 
vice  chairman  of  the  National  Caucus  on  the  Black  Aged,  Inc.— here- 
after, NCBA.  ^  ,  .  ^    ^ 

NCBA  has  been  appreciative  of  and  impressed  by  previous  etlorts 
of  the  U.S.  Senate  Special  Committee  on  Aging  to  assist  elderly 
persons.  We  have  been  even  more  appreciative  of  and  impressed  by 
this  committee's  recognition  of  and  concern  about  these  elderly  unduly 
affected  by  racial  discrimination  and  poverty.  Therefore,  we  welcome 
and  thank  you  for  this  opportunity  today  to  testify  before  you  about 
selected  impacts  of  Public  Law  92-608,  title  XVI— hereafter  SSI— 
upon  black  elderly,  with  especial  reference  to  its  positive  developments 
and  our  concerns,  the  most  important  of  which  are  set  forth  below. 
Although  our  specific  focus  is  upon  black  elderly,  our  assessment  of 
these  developments,  as  well  as  our  concerns  and  recommendations,  are, 
in  all  probability,  applicable  to  nonblack  elderly  and  to  nonelderly 
blind  and  disabled  individuals. 

NCBA's  assessment  of  SSI  has  identified  at  least  three  positive 
developments.  First  and  foremost  is  the  legislative  establishment 
nationally  of  the  principle  of  guaranteed  income  for  indigent  elderly, 
blind,  and  disabled  persons,  followed  by  implementative  efforts 
nationally.  Finally,  the  implementation  of  that  legislative  intent  has 
provided"  some  additional  and  much-needed  income  for  many  eligible 
persons,  and  as  a  byproduct,  an  increasing  number  of  Americans  of 
varying  ages  have  become  more  aware  of  the  serious  income  deficits 
confronting  many  elderly,  blind,  and  disabled  ]iersons  within  our 
mid>t.  In  some  instances,  a  further  byproduct  has  been  increased 
social  services  to  needy  individuals  contacted  through  the  SSI- Alert 
program. 

Thus,  it  should  be  clearly  stated  that  NCBA  wholeheartedly  sup- 
ports the  major  intent  of  SSI. 

SSI  Helps  Perpetuate  Poverty 

Our  most  overwhelming  concern  is  the  fact  that  the  actual  monetary 
amount  guaranteed  by  SSI  is  deplorably  and  perhaps  inexcusably 
low,  and  particularly  so  when  measured  by  the  Federal  Government's 
owii  poverty  standards.  In  other  words,  while  SSI  does  provide  some 
income,  it  merely  helps  to  perpetuate  poverty.  If  our  information  in- 
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dicating  that  the  present  Federal  poverty  level  for  an  urban  individ- 
ual is  not  more  than  $2,330  annually,  and  for  farm  areas  not  more 
than  $1,980  annuallj^,  then  it  is  obvious  that  the  current  SSI  income 
guarantee  is  ineffective  in  eradicatuig  elderly  poverty.  In  the  words 
of  our  chairman,  SSI  has  "resulted  more  in  'guaranteed  annual  pov- 
erty' than  in  'guaranteed  annual  income'  primarily  because  of  the 
meager  benefits  available  and  the  mass  of  confusion  involved  in  es- 
tablishing eligibility,"  which  brings  me  to  our  second  major  concern. 

Although  the  Social  Security  Administration  was,  or  should  have 
been,  aware  of  SSI's  passage  and  inception  date  of  January  1,  1974, 
implementative  efforts  by  it  singularly  or  in  combination  with  other 
governmental  units  appear  woefully  inadequate  as  measured  by  sub- 
stantial proportions  of  eligible  recipients  failing  to  receive  their  bene- 
fits for  1  or  more  months  since  then,  and  additionally,  by  many  poten- 
tially eligible  persons  yet  apparently  unaware  that  they  should  be 
recipients.  When  one  considers  the  relatively  high  degree  of  success 
our  country  has  experienced  in  such  phenomena  as  military  draft 
registration  or  polio  vaccination,  the  cynical  among  us  may  wonder 
aloud  about  differential  efforts  exerted  under  such  differential  cir- 
cumstances. 

A  third  concern  has  been  the  lack  of  sufficiently  released  data  about 
both  estimates  of  potentially  eligible  persons  and  their  approximate 
residential  locations,  inasmuch  as  such  data  could — when  employed 
properly — be  extremely  helpful  in  increasing  efforts  to  enroll  poten- 
tially   eligible    beneficiaries    so    that    they    could    actually    become 

recipients. 

A  fourth  concern  related  to  the  immediately  precedmg  two  has 
been  that  of  insufficient  moneys  appropriated  or  provided  to  various 
groups,  principally  within  States,  to  assist  in  SSI- Alert. 

A  fifth,  and  final,  concern  is  that  of  the  relationship  between  SSI 
and  other  Federal  programs.  For  example,  while  we  clearly  under- 
stand that  SSI  is  dissociated  from  Social  Security  as  that  term  is 
commonly  used,  we  do  not  understand  why,  SSI  is  a  form  of  Social 
Security  and  should  be  recognized  as  such.  The  present  trend  toward 
such  dissociation  may  well  lead  to  individious  labeling  of  SSI,  there- 
by thwarting  further  efforts  to  aid  elderly  poor.  We  are  also  con- 
cerned about  relationships  between  SSI  and  such  other  programs 
as  those  designed  to  provide  employment,  food  stamps,  or  housing 
for  the  elderly.  We  believe  that,  to  the  extent  possible,  the  Federal 
Government  should  refrain  from  "giving  with  one  hand,  and  taking 
away  with  the  other  hand." 

Age  Requirejient  Should  Be  Lowered 

More  specifically,  we  believe  especially  that  incentives  to  work 
should  not  be  curtailed  by  SSI.  This  is  particularly  important  inas- 
much as  a  major  distinction  between  the  nonpoor  and  poor  aged  is 
that  of  earnings.  We  are  also  concerned  about  the  somewhat  arbitrarj^ 
establishment  of  65  years  of  age  as  the  minimum  age  of  participation 
for  elderly  persons,  and  believe  that  the  age  requirement  should  be 
lowered  to  GO  years  of  age,  since  that  earlier  age  would  help  to  reduce 
somewhat  present  inequities  affected  by  racial  discrimination. 

We  have  set  forth  some  recommendations  which  arose  from  our 
assessments  of  SSI  developments  and  our  concerns.  Our  major  recom- 
mendations are  as  follows. 
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Recommendation  No.  1 :  The  minimum  guaranteed  income  for  SSI 
should,  by  all  means,  exceed  the  Federal  poverty  level  threshold,  with 
provisions  for  adjustment  to  the  cost-of-living  index.  Preferably,  of 
course,  it  should  even  exceed  that  threshold.  Following  our  recom- 
mendation to  the  1971  Wliite  House  Conference  on  Aging,  we  still 
propose  a  minimum  of  $6,000  for  a  single  individual,  and  $9,000  for 
a  couple,  also  with  cost-of-living  index  provisions.  We  recommend  now 
that  Congress  amend  Public  Law  92-608  by  raising  the  minimum 
guaranteed  income  above  the  Federal  poverty  level  thresholds,  and 
provide  therein  for  appropriate  cost-of-living  index  adjustments. 

Recommendation  No.  2:  Inasmuch  as  SSI  implementation  should 
and  could  be  improved,  we  recommend  the  development  of  a  massive 
alert,  sufficiently  funded  by  the  Federal  Government,  involving  door- 
to-door  canvas  and  outreach  with  interpretations  of  benefits  and 
entitlements  presented  successfully  to  potentially  eligible  persons 
within  the  immediate  future. 

Recommendation  No.  2.1 :  The  appropriate  Federal  agencies  should 
provide  necessary  and  sufficient  demographic  data  helpful  in  this 
enterprise. 

Recommendation  No.  2.2 :  Elderly  persons,  includmg  elderly  blacks, 
should  be  the  primary  workers  involved  in  such  door-to-door  canvas 
and  outreach.  Even  more  important,  elderly  blacks  should  be  utilized 
more  fully  in  decisionmaking  roles  related  to  such  a  program. 

Recommendation  No.  2.3 :  Every  effort  should  be  made  to  involve 
canvas  and  outreach  workers  in  contacting  potentially  eligible  pei-sons 
of  any  race,  sex,  or  other  ^roup.  That  is,  the  Federal  Government 
must  carry  out  its  responsibility  in  encouraging  providers  of  services 
within  our  society  to  provide  services  to  all,  irrespective  of  race,  sex, 
and  age,  and  recipients  of  services  must  learn  to  receive  services  from 
providers,  irrespective  of  race,  sex,  and  age. 

Recommendation  No.  3:  SSI  literature  should  not  indicate  that  SSI 
is  not  Social  Security,  and  all  persons  employed  to  work  with  SSI  in 
any  manner  should  also  be  instructed  to  cease  from  this  practice. 

Recommendation  No.  4 :  We  recommend  that  Congress  lower  the 
minimum  age  eligibility  for  the  elderly  for  SSI  to  60  years  of  age, 
inasmuch  as  a  significant  proportion  of  minority  elderly — and  espe- 
cially black  females— between  the  ages  of  60  and  64  dwell  in  dire 
poverty  and  a  guaranteed,  sufficient  income,  as  opposed  to  labor  force 
employment,  will  constitute  a  more  practical  means  of  reducing  that 
poverty  at  this  time.  In  this  light  as  well,  we  also  recommend  anew 
that  Congress  lower  the  minimum  age  eligibility  requirements  for  pri- 
mary beneficiaries  of  OASDHI  under  the  Social  Security  Act  for 
black  males  so  as  to  reflect  extant  racial  inequities  arising  from  differ- 
ential life  expectancies  between  black  and  white  males. 

Automatic  Eligibility  for  Medicake -Medicaid  Benefits 

Recommendation  No.  5 :  We  recommend  that  all  elderly  SSI  recipi- 
ents automatically  become  eligible  for  Medicare-Medicaid  benefits 
without  paying  additional  premiums  for  such  coverage  and  without 
having  such  premiums  deducted  from  their  monetary  entitlements 
under  SSI. 

In  conclusion,  may  I  reinforce  our  grave  NCBA  concern  about  the 
increasingly  widening  income  gaps  between  black  and  white  aged  over 
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the  past  several  decades,  emphasize  the  importance  of  congressional 
passage  of  a  meaningful  national  health  insurance  program  within 
the  immediate  future,  and  urge  action  now  to  insure  enrollment  of  all 
potentially  eligible  SSI  recipients  in  SSI.  In  that  connection,  while 
we  were  unable  to  obtain  precise  data  about  black  enrollment  in  SSI 
during  its  first  6  months  of  operation,  unofficial  data  obtained  from 
the  Office  of  Kesearch  and  Statistics,  Social  Security  Administration 
for  the  first  3  months — that  is,  January  1-March  31,  1974 — indicated 
an  enrollment  nationally  of  452,285  elderly  blacks  which,  according 
to  our  best  estimates,  means  that  approximately  47  percent  of  such 
elderly  blacks  were  not  enrolled,  and,  therefore,  not  receiving  their 
entitlements,  as  of  March  31, 1974.  ■ 

We  trust  that  the  U.S.  Senate  Special  Committee  on  Aging  will 
continue  in  its  efforts  to  upgrade  both  the  quality  and  quantity  of  life 
for  our  Nation's  elderly,  with  particular  emphasis  upon  income,  health, 
and  housing.  We  also  hope  you  will  give  particular  consideration  to 
our  recommendations.  If  we  can  be  of  assistance  in  these  endeavors, 
we  shall  be  happy  to  cooperate,  and  we  hope  that  we  will  again  be  able 
to  share  with  you  our  assessment  of  positive  developments  within  and 
concerns  about  SSI  over  its  remaining  operational  life. 

Senator  Church.  Thank  you.  Dr.  Jackson.  Tell  me,  do  you  believe 
that  the  minority  groups  among  the  aged,  blind,  and  disabled  are  faring 
better  under  SSI  than  they  were  under  the  previous  assistance  pro- 
grams ? 

Dr.  Jackson.  That  has  to  be  determined  by  particular  geographical 
locations,  primarily  in  Northeastern  States,  that  are  not  without  ex- 
ceptions, in  Massachusetts  and  some  seven  States.  Some  are  regular 
and  some  are  not. 

Senator  Church.  If  we  can  reach  all  of  the  eligibles  and  bring  them 
within  the  program,  do  you  think  that  in  general  proposition,  they 
will  fare  better  than  they  had  fared  under  the  previous  program  ? 

Dr.  Jackson.  We  believe,  given  the  better  distribution,  that  the  ma- 
jority will  fare  better  and  as  we  suggested,  the  minimum  income  was 
increased,  then  they  would  all  fare  better  under  this  national  program 
than  under  the  previous  programs. 

FmsT  Step  Toward  Abolishing  Poverty 

Senator  Church.  Well,  I  agree  that  the  congressional  objective 
established  under  the  SSI  was  an  endeavor  to  reach  the  people  at  the 
lower  end  of  the  scale  and  hope  we  could  abolish  poverty  among  the 
elderly  and  of  the  blind  and  disabled,  as  a  first  step  toward  ultimately 
abolishing  poverty  evei-y where  in  this  country.  But  here  is  the  case  of 
the  people  with  the  greatest  need  needing  help  and  until  we  establish 
the  income  level  at  a  point  above  that  which  the  Government  itself 
defines  as  poverty,  we  will  not  achieve  that  objective. 

I  would  hope  that  even  if  budgetary  considerations  do  prevent  the 
Federal  Government  from  taking  that  step  any  time  soon — judging 
from  tlie  administration's  witnesses  this  morning  that  seems  to  be  the 
viewpoint  of  those  who  now  manage  the  program — but,  possibly  to 
increase  the  State  supplementary  assistance  might  be  established  more 
quickly — I  do  not  know.  That  depends  on  each  State  with  the  decision 
made  in  50  different  State  legislatures.  But,  I  certainly  do  agree  with 
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you  that  the  sooner  we  can  establish  the  income  level  at  a  point  above 
that  which  we  ourselves  define  as  poverty,  the  sooner  we  can  meet  the 
needs  of  the  poor. 

Senator  Brock,  any  questions? 

Senator  Brock.  No  questions. 

Senator  Chuech.  Thank  you  very  much,  Mrs.  Jackson. 

We  next  have  a  panel  of  witnesses.  I  understand  that  Ralph  Abascal 
will  introduce  the  panel  and  then,  Ralph,  pu  will  proceed  to  take 
charge  of  the  presentation  and  I  would  appreciate  it. 

STATEMENT  OF  RALPH  S.  ABASCAL,  DIRECTOR  OF  LITIGATION, 
SAN  FRANCISCO  NEIGHBORHOOD  LEGAL  ASSISTANCE  FOUNDA- 
TION, SAN  FRANCISCO,  CALIF. 

Mr.  Abascal.  Thank  you,  Mr.  Chairman.  My  name  is  Ralph  San- 
tiago Abascal.  I  am  director  of  litigation  for  the  San  Francisco 
Neighborhood  Legal  Assistance  Foundation,  San  Francisco,  Calif. 
Mr.  Chairman,  I,  my  colleagues  here  and  throughout  the  country,  and 
the  millions  from  the  SSI  "family''  throughout  the  Nation  are  deeply 
indebted  to  the  committee  for  bringing  us  together  and  giving  us 
the  opportunity  to  express  our  experiences — more  appropriately,  the 
experiences  that  have  befallen  the  millions  of  aged,  blind,  and  disabled 
poor  throughout  the  country— and  to  express  some  of  our  conclusions 
and  suggestions  which  are  founded  on  that  experience. 

These  hearings  constitute  a  recognition  of  and  a  sensitivity  to  the 
fact  that  it  is  by  no  means  too  earlv  for  Congress  to  review  the  de- 
cisions that  it  made  in  the  fall  of  1972  and  the  decisions  that  HEW 
has  made  since  then.  A  very  grave  danger  lies  in  the  attitude  that  HEW 
must  be  given  a  substantial  period  of  time  to  "work  the  bugs"  out 
of  the  program. 

We  must  recognize  that  there  is  more  than  ample  experience  upon 
which  many  improvements  can  now  be  suggested.  The  lives,  the  health, 
and  the  dignity  of  millions  of  the  Nation's  helpless  poor  are  simply 
too  dear  for  the  Congress  to  fail  to  now  make  a  strenuous  effort  to 
recognize  and  act  upon  these  areas  of  the  program  which  merit  imme- 
diate modification.  It  is  encouraging  to  hear  that  Congressman  Mills, 
during  the  recent  deliberations  on  Congressman  Corman's  bill  which 
continued  food  stamp  eligibility  for  SSI  recipients,  expressed  a  will- 
ingness to  undertake  hearings  and  propose  SSI  amendments  soon 
after  the  94th  Congress  convenes  in  January   1975.  That  is  none 

too  soon.  .. 

Let  me  introduce  the  other  members  of  our  panel  and  describe 
briefly  what  each  of  us  will  concentrate  upon.  First,  you  should  note 
that  all  of  us  are  employees  of  legal  services  programs  created  by 
OEO.  I  will  concentrate  upon  a  number  of  problems  in  the  application 
process  and  closelv  related  areas  of  the  administration  of  the  program. 
Dr.  Gary  Bickel,  the  only  nonattorney  in  our  quintet,  is  an  economist 
with  the  legal  action  support  project  of  the  Bureau  of  Social  Science 
Research  in  Washinsrton.  D.C.  He  will  discuss  perhaps  the  most  crit- 
ical problem  faced  bv  SSI  recipients,  the  adequacy  of  the  benefit 
levels.  Jim  Bensfield,"of  the  Washington,  D.C.  office  of  the  National 
Senior  Citizens  Law  Center,  will  elaborate  upon  the  SSI  income  and 
resources  provisions  in  both  the  statute  and  the  regulations.  Robert 
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Brown,  director,  Legal  Services  for  the  Elderly,  Syracuse,  N.Y.,  will 
discuss  a  critically  important  aspect  of  the  program,  the  appeals  proc- 
ess. Finally,  Mrs.  Patricia  Butler,  senior  staff  attorney  with  the  na- 
tional health  and  environmental  law  program,  Los  Angeles,  Calif., 
will  discuss  aspects  of  the  interrelationship  between  the  SSI  and  Medic- 
aid programs.  Each  of  us  will  discuss  each  of  these  topics  briefly  and 
then  submit  ourselves  to  questionmg  and  discussion  as  a  panel.  How- 
ever, the  best  question  is  one  that  is  fresh  so  please  do  interrupt  us  if 
and  when  our  presentation  prompts  a  question. 

Probably  the  most  visible  SSI  problem  today  involves  the  applica- 
tion process  and  the  closely  related  aspect  of  prompt,  regular,  and 
proper  payment  of  benefits  to  those  who  have  been  determined  to  be 
eligible. 

A  very  substantial,  if  not  the  most  substantial,  cause  of  all  of  these 
problems  can  be  traced  to  a  HEW  decision  made  in  early  1973.  The 
initial  plan  for  implementation  of  SSI  w^as  based  upon  a  19,000  in- 
crease in  staff.  Shortly  after  Secretary  "Weinberger  took  office,  an 
OMB-HEW  decision  was  made  to  reduce  that  figure  to  12,000.  The 
results  of  that  decision  have  been  devastating.  Let  me  highlight  some 
of  them. 

Consider  some  of  the  problems  faced  by  new  applicants.  The  first 
problem  is  that  many  people  who  go  to  an  SSA  office  to  apply  are  not 
able  to  do  so,  at  least  in  a  formal  and  important  sense.  They  are  con- 
fronted with  what  are  called  "informal  denials."  Let  me  describe  how 
this  operates  by  telling  you  the  tale  of  one  of  my  clients,  a  79-year-old 
Irish  spinster. 

"Informal  Denial*'  at  District  Office 

Ms.  W.  went  to  a  San  Francisco  SSA  district  office  to  apply  for  SSI 
w^hen  she  first  heard  of  the  program  in  January  of  this  year.  During 
the  course  of  an  interview,  she  was  asked  if  she  owned  her  home  or 
rented.  She  said  that  she  owned  her  home.  The  interviewer  then  asked 
what  the  assessed  value  was.  Ms.  W.  answered  that  it  was  $7,500.  The 
interview  was  promptly  terminated  and  Ms.  W.  was  told,  orallj^,  that 
she  was  not  eligible  because  of  excessive  property  ownership.  A  written 
application  had  never  even  begun  to  be  taken.  This  is  called  an  "in- 
formal denial*'  because  no  written  application  is  taken. 

A  few  days  later,  Ms.  W.  tried  again  at  another  district  office.  Again, 
the  initial  interview  was  promptly  terminated  when  the  question  of 
real  property  ownership  came  up.  During  the  next  3  months,  Ms.  W. 
persisted;  unavailingly,  she  went  to  a  local  Congressman's  office  for 
help ;  she  then  also  "struck  out"  at  several  local  "helping  agencies" ; 
finally,  she  was  referred  to  our  office  by  a  State  assemblyman's  office. 

Soon  after  our  interview  began,  we  were  able  to  reconstruct  what 
had  happened  to  Ms.  W.  during  her  two  attempts  to  apply.  As  soon 
as  she  said  that  the  assessed  value  of  her  property  was  $7,500,  the 
SSA  interviewer's  mind  shifted  to  the  pi-opertv  evaluation  rule: 
value=4X  assessed  value  (that  is,  4  X$7,.500= $30,000).  Since  the 
maximum  allowable  value  of  a  residenre  is  $25,000,  each  interviewer 
went  no  further.  By  going  just  a  little  further,  as  we  did,  they  would 
have  discovered  that  Ms.  W.  o^Yned  a  two-story  Imilding  with  two 
flats  and  that  she  rented  the  entire  lower  flat  as  well  as  two  rooms  in 
the  upper  flat  in  which  she  lived.  In  other  words,  the  value  of  her 
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"residence" — part  of  the  upper  flat — was  clearly  under  $15,000  and 
thus  within  the  limit.  (An  SSA  recipient  is  allowed  to  retain  rental 
property,  without  limit  on  its  value,  as  long  as  it  brings  in  a  fair 
return.)  Clearly,  Ms.  W.  was  eligible.  A  quick  phone  call  to  a  local  SSA 
district  office  was  made  and  within  a  couple  of  weeks,  her  first  check 
arrived.  The  district  office  was  also  profuse  with  its  apologies. 

Now,  she  had  persisted  for  a  number  of  months  trying  to  get  on 
this  program  and  conf ronting  these  informal  denials  in  which  the  first 
factor  which  causes  ineligibility  terminates  the  interview. 

The  local  office  apologized  and  these  apologies  were  sincere.  How- 
ever, these  apologies  can  in  no  way  replace  the  several  hundred  dollars 
Ms.  W.  lost  in  benefits  for  January,  February,  March,  and  April.  These 
benefits  were  lost  because  of  two  rules  and  SSA's  toleration  of  this 
practice  of  "informal  denials."  The  first  rule  is  that  an  applicant's 
right  to  SSI  benefit  begins  only  on  the  first  of  the  month  in  which 
a  written  application  is  filed.  The  second  rule  is  that  an  appeal  can  be 
initiated  only  with  respect  to  a  formal,  written  denial.  Hence,  these  two 
gross  errors 'made  in  Ms.  W.'s  case  in  January  and  February  cannot  be 
corrected. 

9-TO-l  Ratio  of  Unappeat^a.ble  Denials 

The  case  I  have  just  described  is  not  an  isolated  instance.  It  happens 
daily  all  over  the  country.  Nationally,  as  of  May  29,  1974,  "informal 
denials,"  that  is,  unappealable  denials,  outnumber  formal,  appealable 
denials  by  a  9-to-l  ratio;  the  actual  figures  are  101.931:  formal  denials 
and  926,340  informal  denials.  The  regional  breakdown  is  as  follows: 


Formal  Informal 

Regional  office  denials  denials  Ratio 


eoslon... - 4.552 

New  York. _.. 9,648 

Philadelphia... - 8.967 

Atlanta...- - - 30,291 

Chicago.... - — - — 7,743 

Cleveland -- -- 5,554 

Kansas  City 4,649 

Dallas — 12.596 

Denver... 2,916 

San  Francisco -  12, 191 

Seattle... - ,„1'763 

National - 101,934 


36,  340 

7.9:1 

65,851 

6.8:1 

81,964 

9.1:1 

344,  601 

11.4:1 

105,  007 

13.6:1 

51,757 

9.3:1 

51,242 

11.0:1 

134,  233 

10.6:1 

20,219 

6.9:1 

45,858 

3.8:1 

21,097 

12.0:1 

926,  340 

9.1:1 

The  ratio  of  informal  to  formal  denial  varies  from  a  low  of  3.8:1 
in  the  San  Francisco  region  to  a  high  of  13.6 :1  in  the  Chicago  region. 
The  cause  of  this  is  simple.  Every  day  each  office  is  flooded  with  ap- 
plicants. By  ^May  29, 1974,  3,856,564  people  have  appeared  at  or  called 
SSA  offices  trying  to  get  on  SSL 

This  is  not  an  isolated  instance  but  we  cannot  say  precisely  how 
frequently  this  happens,  a  truly  incorrect  decision.  However,  we  do 
have  data  on  how  many  informal  denials  there  are.  They  exceed  over 
1  million.  What  is  e^en  more  interesting  and  important  is  the  ratio 
of  informal  denials  to  formal  denials.  The  total  figvires  for  the  Nation 
up  until  I^Iay  29  were  101,934  formal  denials.  That  is  where  there  was 
a  formal  written  application,  926,000  informal  denials,  a  national 
ratio  of  9  to  1.  It  varies  from  region  to  region  but  the  lowest  ratio 
in  the  San  Francisco  region  of  3.8  to  1  and  in  Chicago,  it  is  in  excess  of 
13  denials  to  1,  no  appeal  rights,  from  the  incorrect  decision  to  one. 


600 

Senator  Church.  Tell  me,  in  the  case  of  an  informal  denial,  does 
the  Social  Security  office  itself  make  any  record  of  it? 

Mr.  Abascal.  Well,  that  varies.  In  some  offices,  they  only  note  that 
an  informal  denial  occurred — they  don't  record  the  name  of  the  person 
or  any  other  facts.  In  some  offices,  the  name  and  address  of  the  appli- 
cant is  also  kept.  I  think  that  serious  problems  exist  within  Social 
Security  because  they  are  unable  to  determine  the  extent  to  which  there 
are  incorrect  decisions  in  informal  denials. 

Clearly  what  they  do  not  keep  is  a  record  of  the  facts  which  they 
have  drawn  out  of  the  applicant  up  to  the  time  they  found  the  dis- 
qualifying factor;  so,  there  is  no  way  for  them  to  determine  how 
frequently  errors  are  made  in  these  millions  of  cases. 

200,000  TO  300,000  Informal  Denials 

Now,  they  do  acknowledge  an  error  rate  on  completed  initial  appli- 
cation in  excess  of  ?)5  to  40  percent.  So,  taking  that  same  error  rate, 
where  there  are  far  more  intensive  investigation  than  in  the  case  of 
informal  denials,  at  least  we  can  talk  of  perhaps  an  area  of  200,000  to 
800.000  people  informally  denied  eligibility  with  no  appeal  rights. 
Many  who  are  turned  away  keep  going  back  and  f oi'th  to  the  district 
office  or  the  other  agencies.  If  tliey  are  eventually  determined  eligible, 
they  lose  the  money  that  they  should  have  been  getting  from  the  date 
thev  first  contacted  a  district  office. 

Senator  Church.  Don't  you  think  most  would  not  be  that  per- 
sistent, once  they  are  told  they  are  ineligible,  they  assume  they  are 
ineligible  ? 

INIr.  Abascal.  Yes,  when  you  take  into  account  other  facts — the  prob- 
lem of  stigma,  physical  disability,  transportation  problems,  and  so 
forth,  many  people  would  not  have  been  as  persistent  as  she  was. 

Now,  I  think  that  the  informal  denial  process  presents  one  of  the 
serious  dilemmas  within  the  program. 

Senator  Church.  How  would  you  correct  it  ? 

Mr.  Abascal.  I  would  eliminate  it  completel3^  But  to  eliminate  it 
completely,  we  would  require  a  considerable  increase  in  staff.  Since 
SSA  began  taking  applications,  nearly  4  million  people  have  inquired. 

I  think  the  basic  point  that  I  want  to  make  is  that  they  are  under- 
staffed and  overworked.  The  claims  representatives,  those  people  on 
the  "front  lines"  taking  applications  are,  simply  speaking,  over- 
worked and  undertrained.  In  the  first  11  months  of  fiscal  year  1074, 
over  10  million  hours  of  overtime  was  logged  by  SSA  employees. 
Based  upon  the  hours  worked  in  May  1974,  the  present  rate  of  over- 
time will  mean  that  14  million  overtime  hours  will  be  logged  in  fiscal 
1975.  These  figures  are  for  the  entire  agency.  The  overtime  on  the 
front  lines,  that  is  in  the  district  offices,  for  fiscal  1974  has  jumped 
nearly  fivefold  from  tlie  previous  fiscal  year — from  1.2  to  5.2  million 
hours. 

That  is  over  a  fivefold  increase  and  it  reflects  the  degree  to  which 
they  are  overworked.  With  that  kind  of  o^^erwork  and  with  all  the 
other  innumerable  pressures,  confusion  and  frustration,  it  is  perhaps 
understandable,  but  nevertheless  inexcusable,  that  more  than  9  out  of 
10  applications  are  terminated  before  an  application  form  is  com- 
pleted. The  first  factor  which  seemingly  disqualifies  an  applicant  is 
seized  upon  as  the  basis  to  get  on  to  the  next  person  since  each  wait- 
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ing  room  is  full  of  people  who  have  been  waiting  for  hour  after  hour. 

If  they  would  go  further  in  the  application  process,  they  would 
have  discovered  many  other  factors.  That  kind  of  information  is  only 
brought  out  in  a  full  interview. 

Now,  other  examples  and  I  know  this  may  sound  unbelievable,  but 
I  have  heard  of  many  instances  in  my  area  where  people  apply  on 
the  basis  of  disability  and  are  told  at  the  time  they  inquire,  "You  do 
not  look  disabled,"  and  are  summarily  denied.  No  investigation  of 
their  condition  is  made.  They  just  say,  "You  do  not  look  disabled," 
and  that's  it. 

No  Information  About  Applicant  Retained 

Perhaps  one  of  the  most  dramatic  examples  is  the  San  Francisco 
woman  who  is  partially  paralyzed  from  gimshot  wounds  suffered  at 
the  hands  of  the  "Zebra"  killers.  Several  times  she  was  informally 
denied  in  that  cursory  manner.  Not  only  can  I  not  tell  you  how  fre- 
quently this  happens,  but  what  is  far  worse  is  that  HEW  cannot  either. 
HEW  has  absolutely  no  way  in  which  they  can  determine  the  degree 
of  error  in  "informal  denials"  since  the  only  information  that  is  re- 
tained is  the  ultimate  conclusion.  No  information  about  the  applicant 
is  retained. 

The  practice  must  stop  and  it  must  be  stopped  either  by  a  congres- 
sional directive  or  by  regulation.  If  a  complete  application  would  have 
been  taken  from  Ms.  W.,  the  source  of  her  income  would  have  dis- 
closed the  erroneous  nature  of  the  initial  conclusion.  Given  the  25-per- 
cent error  rate  that  is  conceded  by  HEW  to  exist  in  the  1.3  million 
applications  that  have  been  fullv  processed,  I  feel  safe  in  estimating 
that  theio  are  at  least  100,000-25o,000  Ms.  W.'s  among  the  926,000  in- 
formal denials. 

Turning  to  those  who  do  file  applications,  all  is  not  well  either.  In- 
terminable delaj'S  are  occurring  in  processing  applications  to  comple- 
tion: that  is.  to  the  point  of  putting  either  a  check  or  a  denial  notice 
in  the  hands  of  an  applicant.  Of  the  cumulative  total  of  1.7  million 
applications,  175,000  were  pending  in  the  district  offices  at  the  end  of 
May.  The  cumulative  total  of  those  formally  denied  was  102,000.  The 
remniiiing  1.4  million  were  found  financially  eligible.  Of  these,  nearly 
200,000  were  disability  applicants.  Only  after  such  an  applicant  is 
found  financially  eligible  is  the  process  of  determining  medical  eligibil- 
ity begun.  That  leaves  1.2  million  that  the  district  offices  had  deter- 
mined were  ready  to  be  issued  a  check.  If  we  add  that  figure  to  the  3.2 
million  converted  from  the  State  rolls,  subtract  those  who  were  termi- 
nated since  December  1973,  there  should  be  4.2  million  recipients.  (I 
have  seen  no  SSA  data  on  terminations:  I  understand  SSA  uses  an 
estimate  of  1.5  percent  per  month — this  coincides  with  long-term  ex- 
perience in  California.)  However,  the  latest  data  shows  only  about  3.5 
million.  What  became  of  the  700.000  which  the  district  offices  deter- 
mined to  be  eligible?  They  were  rejected  by  the  computers  because  of 
district  office  errors.  In  early  ^lay,  the  SSA  national  office  discovered 
that  these  were  accumulating  untouched  in  the  district  offices. 

All  district  offices  were  required  to  take  an  inventory  of  all  of  these 
computer  rejects — it  is  called  the  "YY"  report — in  order  to  deter- 
mine not  only  the  total  number  but  also  to  find  out  how  long  they  have 
been  sitting  around — for  example,  0  to  15  days,  15  to  30  days,  at 
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cetera.  A  committee  of  the  California  Legislature  has  thus  far  been 
unsuccessful  in  its  attempts  to  obtain  the  initial  inventor}^  "\"\niat.  they 
did  discover  was  that  in  just  the  first  2  weeks  in  June,  over  144,000  re- 
jected applications  were  added  to  the  total.  I  have  been  told  that, 
like  the  slow  tortoise  on  the  fast  treadmill,  they  are  further  behind 
now  than  they  were  in  May.  Although  I  have  not  seen  the  data,  I  feel 
quite  confident  of  the  fact  that  when  the  computer  figures  are  in,  the 
critically  necessary  diversion  of  staff  to  the  computer  rejects  will  have 
resulted  in  a  considerable  lengthening  of  the  initial  processing  time. 
What  we  have  basically  is  a  5-fingered  hand  trying  to  plug  a  10- 
hole  dike. 

Let  me  give  you  just  another  example.  Due  to  an  error  in  computer 
programing  most  eligible  couples  have  been  receiving  a  single  indi- 
vidual's grant  since  January — that  is,  $140  instead  of  $210.  Because  of 
an  insufficient  number  of  staff  and  because  there  are  so  many  other 
programing  and  other  errors  that  are  considered  to  be  of  even  greater 
importance,  this  error  will  not  be  corrected  until  October  of  this  yeiar. 
So,  for  10  months,  two  must  live  as  cheaply  as  one. 

Interim  Payments  for  Presumptive  Disability 

Consider  another  example.  The  law  provides  for  up  to  3  months 
of  interim  payments  to  disability  applicants  on  the  basis  of  presump- 
tive disability ;  that  is,  before  a  final  decision  is  made.  Again,  although 
I  have  not  seen  the  data,  I  am  told  that  less  than  2  percent  of  all 
disability  applicants  have  received  presumptive  disability  payments. 
Again,  I  Iiave  only  seen  some  of  the  data  so  that  I  cannot  give  you  a 
complete  breakdown  of  how  long  the  disability  applicant  must  wait 
but  I  have  been  told  by  SSA  staff  that  it  is  very  rare  for  a  case  to 
take  less  than  3  months. 

If  time  only  permitted,  I  could  give  you  many  other  examples  of 
significant  problem  areas.  Also,  if  we  had  more  time,  I  would  like 
to  explain  what  I  consider  the  unfair  and  unwise  effects  of  several 
policies  embodied  in  both  statutes  and  regulations.  But,  even  if  Con- 
gress agreed  with  my  judgments  and  enacted  these  changes,  today,  the 
Department  would  have  considerable  difficulty  implementing  tliem. 

Let  me  give  you  one  example  and  you  will  see  what  I  mean.  A  single 
individual  presently  receives  $146  per  month ;  a  couple  receives  $219, 
that  is,  $109.50  each.  If  a  couple  separates,  they  each  contiinie  to  re- 
ceive one-half  of  a  couple's  grant'  for  the  next  6  months.  Why  ?  Be- 
cause the  statute  declares  them  to  be  a  couple  for  6  months  after  they 
separate.  True,  some  separated  couples  reconcile  and  resume  their 
marriage.  That  possibility  cannot  be  predicted  with  certainty  but 
an  individualized  investigation  can  lead  to  reasonable  safe  conclusions 
in  most  cases.  Why  each  day  thousands  of  such  investigations  and 
decisions  are  made  in  every  State  in  the  AFDC  program.  But  for  SSA 
to  follow  those  practices  would  impose  an  even  greater  burden  on  a 
staff  that  is  nearly  going  under. 

I  hope  that  the  point  I  want  to  leave  you  with  is  more  than  clear: 
SSA  needs  more  people  to  do  the  work.  You  cannot  legislate  more 
staff  directly.  Nor  can  you,  I  fear,  affect  the  problem  significantly 
by  your  persuasive  powers  alone.  The  overall  Federal  staff'  reduction 
goals  of  Secretary  Weinberger  and  0MB  are  too  explicitly  stated 
for  that  to  happen. 
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Wliat  I  think  you  must  do  is  legislate  away  the  "informal  denial" 
thus  giving  all  who  attempt  a  fair  and  equal  chance  to  become  a 
recipient  and  then  impose  precise  time  limits  regarding  final  action 
in  the  application  process  to  insure  that  those  who  are  entitled  to  SSI 
begin  to  receive  it  promptly.  For  years,  HEW  required  the  States 
to  make  final  decisions  on  aged  and  blind  applications  within  30 
days  and  within  60  days  in  disability  cases.  The  States  learned  to  live 
with  these  limits.  So  can  HEW. 

Dr.  Bickel  has  far  more  current  data  than  I  have.  I  would  like  to 
refer  to  him  to  bring  the  committee  up  to  date  in  respect  to  the  delays 
of  the  application  process. 

STATEMENT  OF  GARY  W.  BICKEI,  PH.  D.,  RESEARCH  ASSOCIATE, 
LEGAL  ACTION  SUPPORT  PROJECT  OP  BUREAU  OP  SOCIAL 
SCIENCE,  INC.,  WASHINGTON,  B.C. 

Dr.  Bickel.  Thank  you.  A  few  months  ago  this  was  a  growing 
critical  problem  area  within  the  SSI  program,  reaching  crisis  pro- 
portions. I  tliink  that  now  we  need  to  recognize  that,  from  the  over- 
all available  data,  it  appears  that  the  corner  has  now  been  turned. 
It  is  a  matter  of  being  on  top  of  the  growing  number  of  applications 
coming  into  the  Social  Security  district  offices,  and  they  are  beginning 
to  process  these.  It  appeai-s  that  the  Social  Security  Administration 
is  bcgimiing  to  lick  this  problem,  although  it  is  still  of  giant 
proportions. 

A  few  months  ago,  it  appeared  that  700,000  to  800,000  applications 
had  piled  up  within  the  system.  Now,  the  number  of  claims  pending  has 
been  worlced  down  to  approximately  500.000  so  in  an  overall  sense,  it 
appears  that  the  crisis  phase  is  past,  but  that  it  is  still  a  very  major 
problem. 

On  the  basis  of  these  data,  I  would  say  that  the  average  processing 
time  must  be  at  least  o  or  4  months,  and  for  many  applications  con- 
siderablv  longer  than  that.  So  while  we  have  here  the  beeinninjzs  of 
this  success  story,  it  is  too  soon  to  relax  in  any  sense  whatsoever  and 
feel  entirely  optimistic  about  it. 

Senator  Ciiuhcii.  If  the  processing  lasts,  on  the  average  for  3  or  4 
months  from  the  time  when  the  elifj-ibilitv  is  determined  until  the  first 
check  is  paid,  does  it  relate  back  to  the  time  of  the  application  ? 

Payments  From  Month  of  Application 

Dr.  Bickel.  Yes.  it  does.  Once  a  person  has  filed  a  formal  applica- 
tion, then  if  ultimately  found  eligible,  he  is  supposed  to  receive  those 
payments  from  the  month  of  application.  This,  of  course,  is  the  distinc- 
tion with  those  people  who  are  informally  denied  without  ever  filing 
an  application,  and  which  is  a  much  larger  number  than  are  being 
formally  denied,  well  over  a  million  as  of  this  point. 

Senator  Church.  Thank  you. 

Mr.  Abascal.  I  think  another  factor  should  be  considered.  To  deal 
with  these  several  hundred  thousand  applications  backing  up,  they 
assigned  them  the  highest  priority.  However,  they  took  staff  away 
from  other  functions  they  were  performing  to  do  it. 
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If  I  could  suggest  an  analogy,  we  have  a  dike  with  10  holes  and  we 
have  one  hand  with  5  fingers  trying  to  plug  those  10  holes.  It  does 
not  work.  Shifting  too  few  people  from  one  crisis  to  another  is  not  the 
answer. 

I  do  not  want  to  give  the  impression  that  SSA's  people  do  not  care. 
I  think  they  are  doing  a  tremendous  job  with  what  they  have,  but 
they  are  so  woefully  understaffed.  I  will  conclude  my  testimony  by 
saying  that  I  think  that  the  way  Congress  has  to  deal  with  the  prob- 
lems of  delay  and  many  of  the  problems  that  are  rising  in  the  applica- 
tion process  is  to  get  more  personnel  in  there. 

I  do  not  think  you  can  legislate  more  staff.  I  think  you  can  impose 
reasonable  time  limits  on  the  agency  to  act  on  applications.  For  years 
HEW  imposed  time  limits  of  30  to  60  days  on  initial  applications,  60 
days  for  disability,  30  days  for  all  others.  I  certainly  think  that  HEW 
could  itself  learn  to  live  with  the  standards  it  imposed  on  the  States 
for  many  years. 

I  think  by  imposing  that  time  standard  you  would  force  the  agency 
to  hire  more  personnel.  I  think  you  have  to  do  that  because  Secretary 
Weinberger  indicated  one  of  his  major  goals  was  to  reduce  the  number 
of  agency  personnel.  Further,  it  has  been  announced  by  the  President 
that  his  goal  for  the  next  fiscal  year  was  a  reduction  of  100,000  Federal 
employees.  I  think  your  persuasive  power  alone  will  not  convince 
them  to  expend  the  staff  in  the  face  of  those  goals. 

Senator  Chuech.  Thank  you  for  your  testimony. 

Mr.  Abascal.  I  will  ask  Mr.  Brown  to  discuss  the  appeals  process. 

STATEMENT  OF  ROBERT  N.  BROWN,  DIRECTOR,  CENTER  FOR  LEGAL 
SERVICES  FOR  THE  AGING,  SYRACUSE  UNIVERSITY,  SYRACUSE, 
N.Y. 

Mr.  Brown.  I  think  that  the  appeals  process  is  an  important  subject 
because  a  great  number  of  aged,  blind,  and  disabled  individuals  will  be 
forced  to  utilize  this  process  in  order  to  gain  eligibility  for  SSI. 

Figures  from  title  II  of  the  Social  Security  program  indicate  that 
something  like  45  percent  of  the  cases  reviewed  are  overturned.  Similar 
figures  exist  for  tlie  welfare  program.  Thus,  great  numbers  of  people 
in  those  programs  are  initiallv  told  thev  are  not  eligible,  seek  review 
and  are  found  to  be  eligible.  The  means  by  which  the  programs  review 
their  own  decisions  is  of  critical  importance. 

Let  me  briefly  outline  the  structure  that  has  been  created.  The  first 
part  of  the  process  is  a  decision  itself,  called  an  initial  determination. 
As  Mr.  Abascal  mentioned  there  is  no  time  limit  imposed  on  the 
initial  determination  step,  a  fact  which  results  in  hardship  for  appli- 
cants whose  applications  are  not  acted  upon  promptly.  The  Social 
Securitv  Administration  should  be  required  to  act  promptly  on  all 
applications. 

Three  Forms  of  RECONSiDERATioisr 

The  person  who  is  dissatisfied  with  the  initial  determination  can 
appenl  and  ffo  to  what  is  called  reconsiderntion.  ITnder  SSI  recon- 
sideration has  three  forms:  Case  review,  Avhich  is  a  paper  review:  in 
formal  conferen^^e  which  permits  face-to-fnce  contact,  but  -rrhich  does 
not  permit  the  claimant  to  subpena  any  evidence  or  to  cross-examine 
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witnesses;  and  finally,  formal  conference  in  which  subpena  powers 
and  cross-examination  are  available.  There  are  no  time  limitations  im- 
posed in  which  the  Social  Security  Administration  must  make  a  re- 
considered decision.  Further,  only  through  this  reconsideration  stage 
can  a  person  who  has  been  cut  oif  continue  to  receive  benefits,  while 
he  continues  to  appeal. 

If  a  person  still  is  dissatisfied,  he  must  seek  a  hearing,  which  is 
held  before  an  administrative  law  judge  of  the  Social  Security  Ad- 
ministration. The  law  judge  is  required  to  make  a  decision  in  nondis- 
ability  matters  within  90  days  of  the  time  the  hearing  is  requested. 
There  is  no  time  limitation  upon  his  decision  if  it  is  a  disability  case. 

A  person  who  has  had  an  unfavorable  decision  from  the  law  judge 
must  seek  review  by  the  appeals  council,  an  appellate  body  that  sits 
in  Arlington,  Va.  Once  again,  no  time  limitation  is  imposed  upon 
the  action  of  the  appeals  counsel  but  one  is  required  to  go  to  the  ap- 
peals counsel  to  go  to  court. 

Senator  Church.  An  ordinary  appeal  taken  in  Social  Security,  apart 
from  the  SSI,  what  time  limitations  exist  ?  Xone  that  I  am  aware  of. 

Mr.  Brown.  None.  Since  you  have  raised  that  question,  let  me  turn 
to  that  part  of  my  testimony.  There  is  substantial  evidence  that  the 
title  II  apj)eals  system,  which  Social  Security  has  adopted  here,  is  not 
working.  The  data  that  I  have  seen  indicates  it  takes  the  Social 
Security  Administration  roughly  50  days  to  make  an  initial  decision. 
It  then  takes  them  another  60  days — 2  more  months — from  the  date 
a  person  requests  reconsideration,  to  the  time  the  decision  is  rendered. 
It  takes  another  114  days  from  the  time  the  person  seeks  a  hearing 
until  the  hearing  decision  is  rendered.  The  person  then  nuist  go  to 
the  appeals  council.  I  do  not  have  any  figures  on  the  time  it  takes  for 
appeals  council  review.  There  is  a  very  substantial  period  of  time 
involved.  From  the  time  he  applies  until  the  time  he  gets  a  hearing- 
decision,  it  is  228  days  under  the  title  II  disability  program. 

Senator  Church.  You  are  talking  there  in  averages  ? 

Mr.  Brown.  I  am  using  mean  figures. 

Senator  Church.  I  see. 

Mr.  Brown.  It  is  very  mean  in  action. 

Senator  Church.  I  tell  you,  I  have  talked  to  lots  of  people  in  the 
courthouse  in  my  State,  wlio  r-ome  to  see  nie  about  i^roblems  they  have 
with  Federal  agencies  and  I  cannot  think  of  a  single  problem  that 
comes  up  more  frequently  than  the  long  delays  involved  in  the  appeals 
of  various  kinds,  under  Social  Security. 

Mr.  Brown.  I'm  not  sui-prised.  It  is  a  horrible  problem  and  it  is 
even  more  serious  in  SSI  than  in  title  II. 

Senator  Church.  I  have  seen  cases  where  people  have  waited  far 
longer  than  your  mean  figure;  some  have  waited  1  year,  II/2  years  or 
more. 

Mr.  Brown.  I'm  sure  that's  so.  Senator  Pell  of  this  committee  has 
introduced  a  bill,  S.  3G49,  which  he  entitled  "The  Social  Security  Re- 
cipient Fairness  Act  of  1974,"  in  which  he  seeks  to  impose  a  limitation 
upon  the  time  in  which  the  Social  Security  Administration  must  make 
a  decision.  He  would  impose  a  requirement  that  a  decision  be  made 
within  110  days  of  the  date  of  the  request  for  a  hearing  to  the  date  of 
the  decision.  If  the  Social  Security  Administration  is  ilnablc  to  render 
a  decision  within  that  time,  he  would  have  the  recipient  paid  the  full 
amount  of  the  benefits  claimed.  That  person  would  be  entitled  to  re- 
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tain  those  benefits,  even  if,  ultimately  lie  was  determined  not  to  be 
eligible,  as  an  inducement  to  force  the  system  to  work  more  quickly. 

I  believe  that  we  should  simply  eliminate  the  reconsideration  stage 
altogether.  I  do  not  think  it  adds  substantially  to  the  review  process. 
What  should  be  done  instead  is  that  a  person  who  is  initially  deter- 
mined to  be  ineligible  should  be  allowed  to  proceed  forthwith  to  a  hear- 
ing. The  hearing  should  be  held  promptly  and  a  decision  rendered 
quickly. 

Senator  Church.  Have  you  any  figures  that  would  indicate  how 
often  an  initial  decision  is  reversed  on  reconsideration  ? 

One-Third  of  Cases  Are  Overturned 

Mr.  Brown.  Yes.  The  figures  I  have  indicate  that  the  initial  deter- 
mination, in  one-third  of  the  cases  reviewed,  is  overturned  at  the  recon- 
sideration stage.  Further,  at  the  hearing  stage,  nearly  45  percent  of 
the  reconsidered  decisions  heard  by  hearing  examiners  are  overturned. 
The  appeals  counsel  overturns  another  10  percent  and  judicial  review 
overturns  yet  another  40  percent.  We  are  talking  about  a  very  substan- 
tial figure:  At  least  40  to  50  percent  are  overturned  m  the  appeals 
process. 

Again,  I  recommend  simply  eliminating  these  stages  and  imposing 
absolute  time  limits  during  which  the  Social  Security  Administration 
must  make  a  final  administrative  decision.  The  time  limits  that  existed 
under  the  program  of  aid  for  the  aged,  blind,  and  disabled  provide  a 
stark  contrast  with  the  Social  Security  system.  I  will  read  them  to 
you :  "Prompt,  definitive,  and  final  administrative  actions  will  be  taken 
within  90  days  of  the  date  of  request  for  a  hearing."  This  is  an  absolute 
cutoff  and  a  person  is  entitled  to  continuation  of  benefits  until  that 
hearing  decision  is  rendered. 

Senator  Church.  That  quote  is  from  what,  the  item  you  just  quoted  ? 

Mr.  Brown.  I  am  reading  from  HEW  regulations,  45  CFR,  section 
205.10.  ^  ^ 

The  SSI  statute  creating  the  review  process  within  SSA  does  not 
mention  reconsideration  and  appeals  council  review.  It  states  that  the 
Secretary  will  provide  reasonable  notice  and  opportunity  for  a  hearing 
to  any  individual  whose  claim  is  denied. 

Senator  Church.  The  law  itself  says  that? 

Mr.  Brown.  Yes,  it  does.  What  the  SSA  has  done  is  impose  a  review 
stage  before  you  get  to  the  hearing  and  a  review  stage  after  you  leave 
the  hearing.  These  additions  lengthen  the  appeals  process  and  sub- 
stantially undercut  the  rights  of  appellants. 

Senator  Church.  That  conforms  to  Social  Security  appeals  prac- 
tice? 

Mr.  Brown.  That  is  correct,  but  I  think  a  better  reading  of  the  stat- 
ute indicates  they  should  not  have  retained  the  old  system.  Instead  they 
should  immediately  provide  a  hearing,  then  access  to  court. 

Senator  Church.  That  is  a  very  good  point. 

Mr.  Brown.  We  are  short  of  time  but  I  have  a  couple  of  quick  points. 
As  SSA  is  implementing  this  program,  it  is  not  working  well.  Mr. 
Abascal  filed  suit  against  the  SSA  because  they  simply  were  not  giv- 
ing recipients  a  constitutionally  guaranteed  hearing  before  benefits 
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were  reduced,  suspended  or  terminated.  It  was  necessary  to  sue  the 
SSA  to  get  tliem  to  adhere  to  this  requirement. 

Further,  the  SSI  statute,  with  reference  to  the  appeals  process, 
shouUl  be  amended.  It  limits  judicial  review,  foreclosing  from  judicial 
review  any  decisions  of  the  Secretary  with  respect  to  a  matter  of  fact. 
The  traditional  standard  used  in  judicial  review  is  that  the  Secretary's 
findings  must  be  supported  by  substantial  evidence ;  that  is,  there  has 
to  be  some  evidence  in  the  record  to  support  the  Secretary's  finding. 

There  is  no  such  requirement  in  the  SSI  program  and  I  think  this 
opens  the  door  to  serious  abuses. 

I  have  a  written  statement  for  the  record  and  I  thank  you. 

Senator  Church.  Thank  you  very  much.  Without  objection,  the  pre- 
pared statement  of  Mr.  Brown  will  be  inserted  into  the  record  now. 

[The  prepared  statement  of  Kobert  N.  Brown  follows:] 

PREPARED  STATEMENT  OF  ROBERT  N.  BROWN 

Mr.  Chairman,  members  of  the  Committee,  I  am  Robert  N.  Brown,  an  assist- 
ant professor  at  the  Syracuse  University  College  of  Law  and  Director  of  the 
Center  for  Legal  Services  for  the  Aging,'  a  clinical  law  program  in  which  law 
students  are  trained  to  respond  to  the  legal  problems  of  older  persons.  I  am 
pleased  to  have  been  invited  to  testify  at  this  hearing  on  the  Supplemental 
Security  Income  program  (SSI)  and  I  commend  the  committee  for  holding  these 
hearings  to  review  this  program  which  is  of  such  importance  to  millions  of  aged, 
blind,  and  disabled  persons  who  depend  for  their  very  existence  upon  the  fair- 
ness and  integrity  of  the  program  and  the  agencies  implementing  it.  My  testi- 
mony today  will  focus  on  the  appeals  structure  the  Social  Security  Administration 
(SSA)  has  adopted  to  handle  appeals  involving  SSI  benefits.  Before  moving  to 
that  topic,  however,  I  shall  spend  a  moment  discussing  other  problems  affect- 
ing SSI  beneficiaries. 

Six  months  have  passed  since  the  program  went  into  effect.  During  this  period, 
it  has  become  apparent  that  while  there  are  positive  aspects  to  SSI — more  in- 
dividuals are  receiving  SSI  than  were  receiving  assistance  under  the  categorical 
welfare  programs  it  replaced  and  recipients  in  States  with  very  low  benefit  levels 
are  receiving  more  than  in  the  past— the  system  has  serious  deficiencies  which 
must  be  rectified  if  SSI  is  to  be  a  fair  and  generous  public  program  in  which  the 
Nation  can  take  pride  rather  than  the  scandal  it  appears  in  jeopardy  of  becoming. 

Numerous  problems  beset  SSI.  Benefit  levels  are  too  low  so  that  recipients  are 
unable  to  live  decently,  a  problem  that  is  worsened  by  the  lack  of  an  automatic 
cost  of  living  adjustment  to  compensate  for  the  effects  of  inflation  and  the  ab- 
sence of  a  pass-through  provision  to  ensure  that  public  benefit  increases  reach 
SSI  recipients  who  also  receive  other  benefits.  Inequality  among  the  States  con- 
tinues. Some  are  markedly  more  generous  than  others  in  the  size  of  the  State 
supplement  to  the  basic  SSI  grant.  In  part,  this  disparity  is  the  product  of  the 
hold-harmless  formula  which  limits  the  Federal  contribution  to  supplemental 
benefits  to  the  level  available  in  January,  1972."  The  treatment  of  former  public 
assistance  recipients,  particularly  those  previously  receiving  aid  to  the  disabled, 
is  also  a  problem.  Many  of  these  individuals  will  be  unable  to  meet  the  strict 
standard  of  disability  utilized  by  SSA  and  will  be  forced  to  seek  State  general 
assistance  benefits  which  are  inadequate.* 

Similarly,  the  treatment  of  individuals  whose  disabilities  involve  alcoholism 
or  drug  addiction  is  troublesome  as  these  individuals  are  divested  of  control  over 
their  SSI  benefits  which  instead  are  sent  to  "representative  payees"  regardless 
of  the  ability  of  these  individuals  to  care  for  themselves  and  regardless  of  the 
effect  of  this  deprivation  upon  rehabilitative  efforts.* 

Provision  for  Emergency  Assistance  Absent 

A  very  serious  problem,  which  has  had  disastrous  consequences  during  the 
early,  chaotic  months  of  SSI,  is  the  absence  of  adequate  provision  for  emergency 

1  The  Center  for  Lejral  Services  for  the  Aging  is  supported  by  a  grant  from  the  Frederick 
and  Amelia  Schlraper  Foundation. 

2  P.L.  92-603  S  401. 

••'42  T\S.C.  «  l.^,S2c(a)  (.3)  (A). 
*42  TT.S.C.  §  13.S.3(a)(2). 
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assistance  for  SSI  recipients.  At  present,  emergency  assistance  is  available  only 
at  the  time  of  initial  application.^  Thousands  of  beneficiaries  never  received  SSI 
checks,  or  received  checks  which  were  smaller  than  their  entitlements,  or  checks 
were  lost  or  stolen,  or  emergencies,  such  as  fires,  arose.  The  Social  Security  Ad- 
ministration (SSA)  has  not  been  able  to  respond  to  these  situations  and  recipi- 
ents have  been  forced  to  turn  for  help  to  private  charitable  organizations  and 
to  State  agencies  which  are  reluctant  to  intercede  in  what  they  view  as  a  Federal 
problem,  particularly  since  no  Federal  funds  are  available  to  reimburse  them  for 
the  costs  of  such  emergency  assistance. 

Other  problems  plaguing  SSI  involve  the  administration  of  the  program  by  the 
Social  Security  Administration  which  appears  to  be  staggering  under  the  load 
imposed  by  SSI.  Regulations  implementing  SSI  were  promulgated  belatedly.  On 
numerous  critical  issues  no  regulations  were  available  until  well  after  January  1, 
1974,  and  on  many  of  these  issues  there  are  still  no  regulations  or  regulations 
are  in  proposed  rather  than  final  form.  Similarly,  instructions  were  late  in 
arriving  at  SSA  District  Offices,  so  that  SSA  personnel  were  poorly  equipped  to 
implement  SSI  and  often  times  incorrect  information  was  (and  is)  conveyed  to 
recipients.  Also,  coordination  problems  have  existed  between  the  SSA  and  local 
welfare  departments  which  continue  to  be  responsible  for  providing  social  serv- 
ices for  SSI  recipients,  and  which  were  responsible  for  providing  vital  informa- 
tion concerning  former  welfare  recipients  to  the  SSA. 

An  administrative  problem  which  has  had  serious  consequences  for  vast 
numbers  of  potential  recipients  of  SSI  is  the  slowness  with  which  eligibility 
determinations  have  been  made  by  the  SSA.  By  early  April,  approximately  1,300,- 
000  persons  had  applied  for  SSI  benefits.  Of  this  number,  about  200,000  had 
been  declared  eligible  and  received  payments  and  about  80,000  applications  had 
been  denied.  The  balance  of  the  applications,  in  excess  of  1  million,  either  had 
not  been  acted  upon  or  had  not  been  paid.'  While  some  delay  in  acting  upon 
applications  during  the  early  months  of  implementation  is  understandable,  these 
figures  exceed  tolerable  limits. 

The  problem  of  delay  in  processing  applications  is  one  that  plagues  all  public 
benefit  programs,  including  the  categorical  welfare  programs  SSI  replaced  and 
the  OASDI  benefit  program  (Social  Security).  Congress  responded  to  these  prob- 
lems by  requiring  that  eligibility  determinations  be  made  promptly  and  by  pro- 
viding vehicles  by  which  an  applicant  could  force  prompt  action  on  his  applica- 
tion. For  example,  the  legislation  governing  aid  to  the  aged,  blind,  or  disabled 
contained  the  following  mandates  : 

"(a)  A  State  Plan  for  the  aged,  blind,  and  disabled  .  .  .  must ...  (4)  pro- 
vide for  granting  an  opportunity  for  a  fair  hearing  before  the  State  agency  to 
any  individual  whose  claim  for  aid  or  assistance  under  the  plan  Is  denied  or 
is  not  acted  upon  ivitJi  reasonable  promptness;  ...  (8)  provide  that  all  indi- 
viduals wishing"  to  make  application  for  aid  or  assistnnce  under  the  plan  shall 
have  opportunity  to  do  so,  and  that  such  aid  or  assistance  shall  be  furnished 
with  reasonable  promptness  to  all  eligible  individuals  ;" ''  (emphasis  added). 
HEW  regulations  implementing  these  requirements  require  that  eligibility  de- 
terminations be  made  within  45  days  upon  applications  for  aid  to  the  aged  or  blind 
and  within  60  days  in  the  case  of  applications  for  aid  to  the  disabled,*  and  reaffirm 
the  right  of  an  applicant  to  a  fair  hearing  if  these  limitations  are  breached.* 
The  legislation  creating  SSI  lacks  a  similar  mandate  and  contains  no  vehicle  for 
an  applicant  to  force  action  on  his  application.  As  a  result,  the  SSA  is  under  no 
obligation  to  act  promptly  upon  SSI  applications  and  a  potential  SSI  beneficiary 
whose  application  isn't  acted  on  is  powerless  to  do  anything  about  it.  Congi-ess 
should  rectify  this  situation  by  amending  42  U.S.C.  §  1383(a)  (1)   to  include  a 
requirement  that  determinations  of  eligibility  and  payments  be  made  promptly 
and  by  amending  42  U.S.C.  §  1383(c)  (1)  to  include  the  right  of  review  where  a 
prompt  decision  has  not  been  rendered  or  payment  has  not  been  made. 

Social  Secubity  Administration  System  of  Appeals 
I  now  come  to  my  principal  topic,  the  system  of  appeals  the  Social  Security  Ad- 


6  42  U.S.C.  5  1383(a)  (4)  (A). 

«  Supplemental  Security  Income  Program  Moves  Slowly  in  First  Months,  8  Clearinghouse 
Review  22,  1974. 

■^42  U.S.C.  §  1382,  repealed  by  92-603,  effective  January  1,  1974.  For  the  comparable 
provision  governing  OASDI  determinations,  see  42  U.S.C.  §  405(c). 

M.'jC.F.R.  §§  206.10(a)(3)  (1)  and  (11). 

»45C.F.R.  §  205.10(a)(5). 
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ministration  has  adopted  for  use  in  connection  with  claims  for  SSI  benefits. 
Briefly,  the  system  works  in  the  following  way : 

(1)  A  decision  is  made  regarding  eligibility  for  benefits,  either  at  the  time  of 
application,  or  subsequently,  when  some  event  occurs  which,  in  the  judgment  of 
the  SSA  affects  eligibility.  This  decision  is  called  an  initial  determination.^*  How- 
ever, some  decisions  affecting  a  person's  rights  to  SSI  benefits  are  not  defined  as 
initial  determinations  by  the  SSA  and  these  decisions  cannot  be  appealed.  No  time 
limit  is  imposed  on  the  SSA  in  which  it  must  make  an  initial  determination. 

(2)  A  person  dissatisfied  with  a  decision  that  can  be  appealed  (that  is,  an 
initial  determination)  is  given  30  days  in  which  to  seek  review.  This  first  level  of 
review  is  called  reconsideration  of  which  there  are  three  types  depending  on  the 
nature  of  the  matter  reviewed :  case  review,  which  is  a  paper  review ;  informal 
conference,  in  which  the  individual  may  present  witnesses,  but  not  cross  examine 
or  subpena  evidence  and  formal  conference,  in  which  cross  examination  and  sub- 
penas  are  available."  There  is  no  time  limit  within  which  tlie  SSA  must  make  its 
reconsidered  decision.  It  is  important  to  know  that  a  presently  eligible  SSI  recipi- 
ent seeking  review  of  a  decision  to  reduce,  suspend,  or  terminate  his  SSI  benefits  is 
entitled  to  have  them  continued  only  through  the  reconsideration  stage. 

(3)  If  a  person  still  is  dissatisfied  when  the  reconsidered  decision  is  rendered, 
he  may  ask  for  a  hearing  before  a  SSA  administrative  law  judge  who  is  to  decide 
the  case  within  90  days  of  the  request  for  a  hearing  ( unless  the  matter  involves  a 
disability  claim,  in  which  case  no  time  limit  is  imposed).^  Where  the  matter  re- 
viewed is  whether  eligibility  for  SSI  should  end  because  a  disabled  individual 
has  improved  medically,  review  is  directly  by  hearing  and  reconsideration  is 
skipped.^^ 

(4)  The  next  step  for  a  person  who  still  believes  he  has  been  wronged  is  review 
by  the  SSA  Appeals  Council,  an  appellate  body  which  sits  in  Arlington,  Va.  The 
Appeals  Council  actually  reviews  very  few  of  the  cases  brought  before  it  (the 
rest  are  denied  or  dismissed),  but  one  is  required  to  seek  Appeals  Council  review 
as  a  prerequisite  to  seeking  judicial  review.^^  While  the  person  asking  the  Appeals 
Council  to  review  his  case  must  do  so  within  30  days  of  the  hearing  decision,  no 
limit  is  placed  on  the  time  within  which  the  Appeals  Council  must  act. 

f5)  The  intrepid  seeker  of  justice,  whose  case  has  been  acted  upon  by  the  Ap- 
peals Council  now  seeks  judicial  review  in  Federal  District  Court,  and  has  60  days 
in  which  to  do  so.  However,  he  is  limited  to  a  review  of  the  legality  of  the  SSA's 
decision,  for  the  administration's  determinations  of  fact  are  not  subject  to  review 
by  any  court." 

I  believe  that  this  complex  and  cumbersome  system  (which  actually  is  even 
more  complex  than  described)  is  objectionable  for  the  following  reasons': 

(1)  The  system  violates  the  very  statute  which  gives  it  life. 

(2)  The  system  is  so  complex  that  it  cannot  quickly  and  competently  render 
justice. 

(3)  The  system  is  operated  so  as  to  vindicate  tlie  SSA  rather  than  to  mete  out 
justice. 

(4)  The  system  is  vulnerable  to  abu.se  because  of  the  lack  of  full  judicial  review. 

Violation  of  the  Statute 

The  statute  giving  rise  to  this  system  of  appellate  review  states  : 

"(1)  The  Secretary  shall  provide  reasonable  notice  and  opportunity 
for  a  hearing  to  any  individual  who  is  or  claims  to  be  an  eligible  indi- 
vidual .  .  .  and  is  in  disagreement  with  any  determination  .  .  .  with  respect 
to  eligibility  of  such  individual  for  benefits  or  the  amount  of  such  indi- 
viduals' benefits  within  30  days  after  notice  of  such  determination  is 
received. 

"(2)  Determination  on  the  basis  of  such  hearing,  except  to  the  extent  the 
matter  in  disagreement  involves  the  existence  of  a   disabilitv  shall 

^^  made  within  90  days  after  the  individual  requests  the  hearing  .  .  . 

i«20C.F.R.  §  416.1403. 
"20  C.F.R.  §  416.1417. 
^  20  C.F.R.  §§  416.1425-1455. 
"«  20  C.F.R.  M16.1408. 
"20  C.F.R.  5S  416.1459-1461. 
"42U.S.C.  §  1383(c)(3). 
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"(3)    The  final  determination  of  the   Secretary  after   a   hearing  under 
paragraph   (1)   shall  be  subject  to  judicial  review;  except  that  the  deter- 
mination of  the  Secretary  ...  as  to  any  fact  shall  be  final  and  conclusive 
and  not  subject  to  review  by  any  court."  " 
Nothing  in  this  statute  or  the  legislative  history  suggests  a  congressional 
intent  to  create  the  multitiered  appellate  system  that  has  been  adopted.   In 
fact   the  opposite  clearly  seems  to  have  been  intended:  administrative  review 
would  consist  of  a  hearing  with  a  decision  rendered  within  90  days  of  the  date 
the  hearing  was  requested,  such  hearing  to  be  followed  immediately  by  judicial 
review  where  desired." 

My  conclusion  that  Congress  did  not  intend  there  to  be  a  multilevel  appel- 
late structure  is  reinforced  by  reference  to  the  appellate  structure  which  pre- 
vailed in  the  categorical  welfare  programs  which  SSI  replaces.  Under  these 
programs,  States  administering  such  programs  were  required  "to  provide  .  .  . 
an  opportunity  for  a  fair  hearing  ...  to  an  individual  whose  claim  for  aid  .  .  . 
is  denied.'"'  The  regulations  adopted  by  HEW  implementing  this  requirement 

added:  .  ^.        ,    ,,  r,    a.  ,  -^.r,- 

"Prompt,  definitive,  and  final  administrative  action  shall  be  taken  within 

90  days  from  the  date  of  the  request  for  a  hearing."  " 

It  seems  very  likely  that  42  U.S.C.  §  1383 (c)  (2)  was  intended  to  be  a  codifica- 
tion of  this  regulation  which  was  designed  to  ensure  that  appeals  involving  the 
right  to  statutory  entitlements  needed  to  sustain  life  would  be  concluded 
promptly,  a  necessary  feature  of  justice  in  such  a  context.  As  I  shall  explain 
more  fully  in  a  moment,  neither  finality  nor  promptness  is  available  under 
the  system  adopted.  . 

The  appellate  structure  also  violates  the  statute  by  foreclosing  appellate 
review  of  certain  decisions  affecting  benefits.  Although  the  statute  states  that 
"the  Secretary  shall  provide  ...  a  hearing  to  any  individual  who  is  ...  in 
disagreement  with  any  determination  .  .  .  with  respect  to  eligibility  ...  for 
benefits,"'-  the  Secretary  has  omitted  from  the  list  of  initial  determinations 
which  may  be  reviewed,  such  critical  decisions  as  an  individual's  entitlement 
to  emergency  advances.'" 

The  System  Is  Too  Complex 

The  SSI  appeals  svstem  is  patterned  after  the  appeals  structure  utilized 
by  the  SSA  for  OASDI  benefits.  Thus,  while  it  may  be  too  early  for  a  careful 
appraisal  of  the  adequacy  of  the  SSI  system,  we  can  make  predictions  on  the 
basis  of  the  success  of  the  OASDI  system  in  handling  appeals  arising  from 
that  program.  Interestingly,  it  appears  that  the  OASDI  system  is  experiencing 
considerable  difficulty  in  handling  the  claims  which  come  before  it.  and,  in 
fact,  has  been  described  as  a  "system  in  crisis"  in  a  report  prepared  for  the 
Administrative  Conference  of  the  United  States  by  Professor  Robert  G.  Dixon, 
now  an  Assistant  Attorney  General  of  the  United  States.'^  The  report  concludes 
that  reconsideration  probably  should  be  eliminated  so  that  a  claimant  whose 
application  is  denied  can  proceed  directly  to  a  hearing.  The  report  also  offers 
statistics  on  the  length  of  time  which  each  stage  requires  and  the  reversal 
rates  which  occur  at  each  stage : 

(1)  Initial  determination— median  time  from  date  of  application  to  date 
of  denial  is  52  days. 

(2)  Reconsideration — median  time  from  date  of  request  for  reconsideration 
to  date  of  decision  is  62  days.  In  addition,  in  about  one  third  of  the  cases  re- 
considered, the  initial  determination  is  reversed. 

(3)  Hearing — median  time  from  date  of  request  for  hearing  to  date  of 
decision  is  114  days  and  nearly  45  percent  of  the  hearings  result  in  reversals  of 
the  reconsideration  decision. 

(4)  Appeals  Council — no  figures  are  available  on  the  time  involved  in  Appeals 
Council  review  but  over  10  percent  of  the  cases  reviewed  are  reversed. 

(5)  .Tudicial  review — again  no  figures  are  available  as  to  time,  but  about 
40  percent  of  the  cases  reviewed  are  reversed.'^ 

M42  U.S.C.  S  ISS.-^Cc). 

18  H.R.  02-231.  92d  Congress.  2d  Session. 

"  42  uses  1383(c)  (4),  repealed  by  P.L.  92-603,  effective  January  1, 1974. 
w45C.r.R.  §  205-10(a)(16). 

19  42  U.S.C.  §  13S3(c)(l).  ,.    „. 

20  20  C  F  K  §  416.1403(b).  See  Claims  Manual  §  13608  for  a  more  complete  list. 
Disability  Proaram,  1972  Duke  L.  Rev.  681   (1972).  „     .  ,   „       _^.. 

21  Dixon.   The  Welfare  State  and  Mass  Justice:  A  Warning  From  the  social  Security 

22  Id.  at  683-700. 


611 

Hence,  the  median  time  from  date  of  application  to  date  of  hearing  decision 
is  228  days.  From  date  of  request  for  reconsideration  to  date  of  hearing  de- 
cision the  median  time  involved  is  176  days  (assuming  a  request  for  a  hearing  is 
filed  immediately  upon  receipt  of  the  reconsideration  decision).  Although  these 
figures  involve  disability  decisions  which  take  longer  than  nondisabiUty  deter- 
minations, they  provide  a  stark  contrast  with  the  categorical  welfare  programs 
where  final  administrative  action  is  available  in  90  days.  Elimination  of  re- 
consideration and  Appeals  Council  review  would  bring  down  the  decision  time 
in  the  OASDI  program  to  nearly  this  level. 

It  appears  that  the  delays  involved  in  the  SSI  program  will  at  least  equal 
those  of  the  OASDI  system.  I  have  mentioned  the  delays  already  experienced  by 
the  SSA  in  making  initial  determinations  with  respect  to  applications  for  SSI 
benefits  and  the  need  to  remedy  this  problem  by  amending  42  U.S.C.  §  1382  (a)  (1) 
to  require  that  such  determinations  be  made  promptly.  Reconsiderations  under 
SSI  are  more  complex  than  under  the  OASDI  system  and,  therefore,  can  be 
exijected  to  consume  at  least  as  much  time  as  under  OASDI,  where  all  reconsid- 
erations are  made  on  the  basis  of  case  reviews.  Since  under  SSI,  some  reconsid- 
erations involve  face  to  face  contact,  including  the  examination  of  witnesses, 
further  delay  in  the  rendering  of  reconsidered  decisions  can  be  expected. 

Hearing  and  Appeals  Council  review  under  SSI  are  the  same  as  under  OASDI 
and  the  same  delays  can  be  expected,  at  least  with  respect  to  SSI  disability  cases 
where  no  time  limit  is  imposed  for  a  decision,  unlike  other  SSI  cases  where  a 
hearing  decision  is  to  be  rendered  within  90  days  of  the  date  of  the  hearing.  There 
appears  to  be  no  valid  reason  why  a  similar  limit  cannot  be  imposed  upon  hear- 
ings involving  disability  matters  and  42  U.S.G.  §  1383(c)  (2)  should  be  so 
amended. 

Shortening  these  delays  is  essential  to  the  integrity  of  the  appeal  process.  This 
can  be  accomplished  only  by  elimination  of  reconsideration  which  is  redundant 
since  de  novo  review  is  available  at  hearing  and  ApiJeals  Council  review.  I 
strongly  recommend  that  these  changes  be  made  so  as  to  achieve  administrative 
finality  with  reasonable  promptness. 

The  Program  Operates  to  Vindicate  the  Social  Security  Administration 

Early  experience  with  SSI  leads  one  to  conclude  that  in  addition  to  the  de- 
ficiencies resulting  from  the  structure  of  the  system,  there  is  a  desire  on  the  part 
of  the  SSA  to  make  the  system  work  to  its  advantage  rather  than  to  do  justice. 
Thus,  the  SSA  has  endeavored  to  carve  exceptions  out  of  the  rule  that  a  deter- 
mination that  results  in  a  reduction,  suspension,  or  termination  of  benefits  must 
be  preceded  by  adequate  notice  and  an  opportunity  to  contest  the  decision.  These 
exceptions  include  reductions,  suspensions  or  terminations  to  correct  "a  clerical 
or  mechanical  error"  and  reductions,  suspensions  or  terminations  which  result 
from  information  supplied  by  the  recipient  where  the  facts  are  thought  to  be 
complete  and  not  subject  to  confiicting  interpretations.  While  it  is  understand- 
able that  the  SSA  would  wish  to  reduce  the  situations  in  which  it  is  bound  to 
give  advance  notice  of  an  intent  to  reduce,  suspend  or  terminate  benefits,  no 
justification  can  be  found  for  these  exceptions.  They  are  subject  to  abuse  and 
undercut  the  constitutional  principle  established  by  Goldberg  v.  Kelly  ^  that  a 
meaningful  hearing  must  be  available  before  public  benefits  can  be  reduced, 
suspended  or  terminated. 

Similarly,  the  SSA  has  failed  to  comply  with  constitutionally  required  stand- 
ards regarding  the  notice  which  is  necessary  before  benefits  may  be  reduced  or 
withdrawn.  Thus,  it  was  proceeding  to  reduce  or  terminate  the  benefits  of  SSI 
recipients  with  only  a  brief  and  incomplete  explanation  of  their  rights  to  contest 
such  a  decision.  This  practice  led  to  the  filing  of  lawsuits,  O'Connor  v.  Wein- 
berger ^  and  Lyons  v.  Weinberger  ^  in  which  injunctions  were  issued  against  the 
SSA  restraining  it  from  further  action  to  reduce,  suspend  or  terminate  SSI 
benefits  without  affording  the  recipient  adequate  notice  of  the  reasons  for  the 
proposed  action  and  an  effective  opportunity  to  contest  the  action.  The  suits  re- 
sulted in  a  change  in  the  form  of  notice  given  prior  to  such  actions,  but  it  is  not 
yet  clear  that  the  problem  has  been  resolved  and  more  litigation  can  he  expected. 

Litigation  may  also  arise  as  a  result  of  restrictions  which  have  been  imposed 
upon  the  hearing  process.  Whereas  the  expense  of  transporting  a  public  assist- 
ance recipient,  his  representative,  and  witnesses  to  the  hearing  formerly  was 

23  .-^O?  U.S.  254  (1970). 

2*  r.A.  74-,'501  (D.D.C.  1974). 

25  74  Civ.  1258  (S.D.N.Y.  1974). 
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borne  by  the  Federal  government,"®  the  SSA  expects  the  SSI  recipient  to  shoulder 
these  costs." 

The  Limitations  Upon  Judicial  Review 

My  final  objection  to  the  appeals  structure  is  the  decision  reflected  in  42  U.S.C. 
§  1383c(3)  to  foreclose  from  judicial  review  the  Secretary's  findings  as  to  facts. 
The  high  reversal  rates  prevailing  in  the  title  II  program  in  which  40  percent 
of  the  cases  reaching  court  are  reversed  indicates  that  the  SSA  administrative 
appeals  structure  does  not  resolve  all  issues  satisfactorily.  Indeed,  the  fact  that 
so  many  cases  result  in  reversals  casts  grave  doubt  upon  the  system's  ability  to 
handle  SSI  appeals. 

Under  title  II,  the  Secretary's  findings  of  fact  are  reviewable  by  courts  to  the 
extent  that  they  are  unsupported  by  substantial  evidence.^  This  does  not  mean 
that  the  courts  second  guess  the  Secretary ;  they  simply  ensure  that  there  are 
facts  in  the  record  to  support  his  conclusions.  A  check  upon  arbitrariness  or 
neglect  therefore  exists  in  the  title  II  program  (and  indeed  in  most  administra- 
tive decisionmaking)  which  is  absent  from  the  SSI  system.  Congress  .should 
rectify  this  omission  by  empowering  the  courts  to  ensure  that  the  Secretary's 
findings  are  supported  by  substantial  evidence. 

Conclusion 

For  the  reasons  I  have  outlined  I  believe  that  the  SSI  appeals  structure  should 
be  revised  drastically : 

(1)  All  decisions  affecting  benefits  should  be  reviewable  and  a  time  limit  should 
be  imposed  in  which  initial  determinations  must  be  rendered.  As  to  initial  applica- 
tions, this  should  not  exceed  the  limits  prescribed  for  decisions  on  applications 
for  aid  to  the  aged,  blind  and  disabled. 

(2)  Reconsideration  and  Appeals  Council  review  should  be  eliminated  al- 
together. 

(3)  Administrative  review  should  consist  solely  of  a  due  process  hearing  which 
should  render  a  decision  within  90  days  from  the  date  the  hearing  was  requested. 

(4)  .Judicial  review  should  expressly  include  the  power  to  review  the  Secre- 
tary's findings  of  fact  to  ensure  they  are  supported  by  substantial  evidence. 

I  am  confident  that  these  changes  will  improve  the  integrity  of  the  SSI  system 
and  I  urge  their  adoption. 

Dr.  BiCKEL.  Senator,  I  was  delio;hted  this  momino;  to  hear  you  refer 
to  the  importance  of  the  impact  of  inflation  on  the  situation  of  elderly 
people  and  also  the  blind  and  disabled  under  SSI. 

My  position  is  that  the  Federal  standards  of  support  imder  SSI 
are  too  low  to  assure  a  minimum  level  of  adequacy  in  terms  of  the 
concept  of  social  subsistence  in  the  United  States  today,  and  that  we 
are  allowing  these  standards  to  erode  still  further. 

The  basic  SSI  standards  have  been  raised  twice  since  they  were 
first  enacted  in  October  19Y2,  a  total  percentage  increase  in  Federal 
support  standards  of  12.3  percent.  Over  the  same  period,  since  the 
initial  standards  were  first  adopted,  up  to  the  latest  consimier  price 
index,  consumer  prices  generally  have  risen  by  more  than  15  percent. 

If  we  project  on  a  very  conservative  basis,  that  is,  assuming  that 
inflation  begins  to  decline  so  that  by  the  end  of  the  year  it  is  running 
at  an  annual  rate  of  6  percent,  which  is  less  than  half  of  its  present 
rate,  then  by  today,  by  July  of  this  year,  consumer  prices  generally 
have  risen  hj  more  than  17  percent  since  SSI  was  enacted,  while 
the  SSI  support  standards  have  been  raised  by  about  12  percent. 

On  the  basis  of  that  same  conservative  projection  of  price  inflation, 
by  the  end  of  the  year,  December  1974,  the  total  increase  in  general 

28  45  C.F.R.  §  205.10(b)  (4). 

^  Right  to  Appeal  Supplemental  Security  Income,  DHEW  Publication  No.  (SSA) 
74-10281. 

!»  28  U.S.C.  §  405(g). 
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consumer  prices  since  the  SSI  program  was  first  enacted  will  be  ap- 
proximately 21  percent. 

Senator  Church.  The  adjustment  has  been  about  12,  you  say? 

Dr.  BicKEL.  The  total  adjustment  in  SSI  standards  so  far  has  been 
12.3  percent,  so  that  gives  some  figures  for  you  to  work  with. 

CosT-or-LiviNG  Adjusthient  for  Beneficiaries 

Senator  Church.  You  favor  writing  into  the  law  a  cost-of-livmg 
adjustment  for  Social  Security  beneficiaries  ? 

Dr.  BiCKEL.  Writing  into  the  law  a  cost-of-living  adjustment  is  the 
absolute  minimum  that  must  be  done,  mainly  because  these  Federal 
SSI  standards  presently  for  a  single  person  are  more  than  25  percent 
below  the  official  poverty  line ;  for  a  couple,  they  are  nearly  15  percent 
below. 

The  poverty  line  itself  is  an  inadequate  level  of  subsistence  support. 
It  should  be  called  a  virtually  guaranteed  dietary  deficiency  budget. 
It  was  based  on  a  standard  food  budget  for  pricing  developed  by  the 
Department  of  Agriculture,  which  the  Department  of  Agriculture 
itself  does  not  recommend  as  a  maintenance  budget.  It  is  simply  too 
low.  They  caution  that  it  should  be  followed  for  temporary  emergency 
use  only.  The  USDA  does  this  because  their  research  has  shown  that 
people  who  actually  spent  that  amount  for  food,  the  same  amount  as 
the  cost  of  the  so-called  economy  budget  that  the  official  poverty  line 
was  originally  based  on — for  people  spending  that  amoimt  for  food, 
only  10  percent  of  them  were  able  to  achieve  a  "good"  diet,  which 
means  that  it  meets  the  minimum  daily  requirements  specified  by  the 
National  Academy  of  Sciences  and  the  National  Research  Council 
as  necessary  for  good  nutrition. 

The  USDA  found  that  more  than  50  percent  of  the  people  spending 
at  that  level  for  food  had  "poor"  diets,  which  means  that  in  one  or 
more  essential  food  elements,  they  were  obtaining  less  than  two-thirds 
of  the  minimum  daily  requirements. 

So  90  percent  of  the  people  actually  spending  that  amount  for  food, 
the  amount  upon  which  the  official  poverty  line  concept  was  originally 
based,  90  percent  of  them  were  unable  to  achieve  good  diets.  Now,  in 
the  Federal  SSI  support  standards,  we  have  a  number  which  is  25 
percent  lower  still.  That  is  a  virtually  guaranteed  dietary  deficiency 
level  of  support. 

Consequently,  I  think  that  the  most  important  overall  thing  that 
can  be  done  for  the  future  is  to  set  a  national  target,  a  national  target 
of  a  truly  adequate  minimum  subsistence  standard  of  support  for  the 
needy  aged,  blind  and  disabled  population,  and  a  timetable  to  move 
toward  this  target.  This  would  require  an  updating  of  the  SSI  stand- 
ards greater  than  simply  keeping  u])  with  tlie  cost  of  living. 

If  we  fail  to  keep  up  with  the  cost  of  living,  a  bad  situation  will 
grow  worse,  so  that  is  the  minimum  that  must  be  done. 

Senator  Church.  I  once  put  my  family  on  a  welfare  diet  for  10  days 
and  myself  as  well  and  I  know  something  of  what  you  are  saying.  It 
is  tough. 

We  have  a  rollcall  ^'o^-q  fn  w']uch  I  must  respond  or  remain  ever 
accountable  to  the  people  of  my  State,  so  we  will  recess  for  a  few 
minutes  and  I  will  be  back. 
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AFTER  RECESS 

Senator  Church.  The  hearing  will  please  continue.  Now,  who  is 
next  on  the  panel  ? 

Mr.  Abascal.  Jim  Bensfield. 

Senator  Church.  Mr.  Bensfield,  please  proceed. 

STATEMENT  OF  JAMES  BENSFIELD,   STAFF  ATTORNEY,  SENIOR 
CITIZENS  LAW  CENTER,  WASHINGTON,  D.C. 

Mr.  Bensfield.  Senator,  I  would  like  to  say  first  of  all,  that  as  a 
staff  attorney  with  the  National  Senior  Citizens'  Law  Center,  I  have 
been  in  the  unique  position  of  having  contact  with  local  legal  services 
attorneys  throughout  the  country  who  have  been  dealing  with  the  SSI 
program  at  the  local  level  and  who  have  been — who  have  represented 
SSI  recipients  and  potential  SSI  recipients.  At  the  conclusion  of  my 
written  statement,  I  have  attached  some  letters  which  I  have  received 
from  the  attorneys  which  I  think,  taken  together,  present  a  pretty  com- 
prehensive picture  of  the  variety  of  problems  encountered  at  the  local 
level. 

At  the  begimiing  of  my  statement,  I  have  summarized  some  of  the 
more  blatant  horror  stories  which  have  been  reported  in  these  letters. 

Senator  Church.  You  are  submitting  this  for  the  record  ?* 

Mr.  Bensfield.  Yes,  I  am. 

Senator  Church.  And  you  are  just  going  to  highlight  it? 

Mr.  Bensfield.  Yes,  highlight  it  very  briefly. 

First  of  all,  I  would  like  to  speak  to  a  problem  which  I  think  is 
evidenced  by  the  letters  which  I  have  received  and  referred  to  and 
which  represents  a  common  theme.  It  has  to  do  with  the  inability  of 
the  SSI  system  to  make  timely  and  appropriate  adjustments  in  indi- 
vidual cases.  I  think  a  lot  of  the  problems  you  have  heard  about  and 
will  hear  about  in  testimony  here  are  obviously  related  to  the  fact 
that  SSI  is  a  new  program  with  a  lot  of  snags  in  the  system.  Eventu- 
ally, many  of  these  problems  will  no  doubt  be  worked  out,  but  based 
on  my  experience,  on  my  contact  with  how  the  program  has  worked,  I 
think  it  is  fair  to  say  that  even  when  the  system  becomes  perfected 
there  will  always  be  a  margin  of  error.  It  is  an  enormous  and  complex 
system,  involving  intricate  means — test  evaluations  for  millions  of 
people  and  variations  from  State  to  State.  There  will  always  be  the 
SSI  recipient  who  is  denied  benefits  or  has  his  grant  suspended  because 
of  systems  errors  and  I  think  it  is  important  that  there  be  as  many 
mechanisms  as  possible  available  to  the  Social  Security  Administra- 
tion at  the  local  level  to  cushion  the  impact  of  these  system  errors 
and  to  rectify  immediately  these  kinds  of  problems. 

Emergency  Payments  System 

I  have  been  impressed,  I  might  say,  with  the  flexibility  and  the 
imaguiation  the  administration  1ms  shown  in  this  area  up  to  now. 

They  have  expanded  the  concept  of  the  emergency  grant  upon  initial 
applications  to  cover  conversion  cases;  they  have  made  manymore 
one-time  payments  than  initially  expected;  and  they  have  instituted 

*See  prepared  statement,  p.  617. 
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a  new  and  more  expeditions  check  replacement  system.  I  still  think, 
however,  there  is  room  for  additions  in  the  law  in  the  sense  there 
should  be  provisions  for  making  on-the-spot  emergency  payments  to 
eligible  SSI  recipients  who  have  not  received  their  checks.  Even  with 
the  best  system,  the  check  replacement  procedures  will  take  days  and 
weeks. 

There  are  many  cases  when  the  recipient  cannot  afford  to  wait  that 
long  and  as  of  now,  in  the  law,  there  is  no  provision  by  which  these 
people  can  receive  immediate  relief.  I  think  that  is  a  glaring  loophole 
in  the  program  and  one  that  is  very  easily  remedied  legislatively. 

Senator  Church.  If  you  think  this  can  be  remedied  by  legislation, 
will  you  do  us  the  favor  of  offering  us  some  language  that  would 
accomplish  that  ? 

Mr.  Bensfield.  Fine. 

Senator  Church.  Thank  you.  The  committee  would  welcome  it. 

Mr,  Bensfield.  I  would  like  to  shift  gears  right  now  and  mention 
briefly  some  of  the  things  already  touched  on  in  the  other  testimony. 

In  the  SSI  legislation  and  in  the  regulations  promulgated  there- 
under, there  are  several  provisions  which  I  think  can  be  characterized 
as  presumptions  in  the  law,  conclusive  presumptions,  which  in  many 
cases  seem  to  work  tremendous  inequities. 

I  would  like  to  mention  several  of  these  presumptions  which  have 
to  do  with  the  income  and  resource  provisions  of  the  program. 

You  have  heard  from  the  lady  from  Tennessee  about  the  resource 
exclusion  for  value  of  the  house  and,  according  to  Mr.  "V^Hiittier,  ap- 
parently one  aspect  of  that  problem  has  been  resolved.  I  still  think, 
however,  there  is  room  for  improvement  in  the  law  in  terms  of  adding 
some  flexibility  to  the  valuation  of  the  house  for  purposes  of  exclud- 
ing the  resources. 

The  fact  that  there  are  tremendous  regional  and  interregional  dis- 
crepancies between  the  fair  market  value  of  housing  makes  for  some 
rather  glaring  inequities  and  I  think  the  system  could  be  loosened  up 
sufficiently  to  compensate  for  such  discrepancies. 

There  already  is  a  provision  in  the  law  that  provides  that  the  fair 
market  A^alue  for  exclusionary  purposes  in  Hawaii  and  Alaska  is  $35,- 
000  as  opposed  to  $25,000.  so  there  is  some  recognition  that  there  are 
differences. 

I  think  tliat  recognition  should  ho  extended  and  expanded  and 
carried  out  to  its  logical  conclusion.  Like  all  of  the  other  conclusive 
presumptions,  the  housing  valuation  of  a  $25,000  figure  is  justified  by 
the  administration  on  the  grounds  that  it  somehow  facilitates  the  easy 
administration  of  the  program.  But  I  think  the  harm  done  in  terms 
of  denying  benefits  for  people  who  do  not  make  it  under  the  $25,000 
standard  because  they  are  just  barely  over  it,  or  who  live  in  a  section  of 
the  country  where  a  $25,000  house  means  something  considerably  less 
than  to  those  in  another  section,  far  outM-eighs  the  administrative  ease 
that  is  added  by  having  this  provision. 

Another  presumption :  The  fact  that  in  evaluating  household  goods, 
the  recent  regulations  do  not  take  into  consideration  that  there  might 
be  encumbrances  on  these  goods.  In  other  words,  household  goods  are 
valued  at  their  market  value,  whether  or  not  a  person  is  making  pay- 
ments on  those  goods.  This  seems  to  me  to  thwart  the  purpose  of  the 
resource  provision. 
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A  person  is  eligible  for  SSI  if  he  has  a  certain  amount  of  resources 
on  the  theory  that  those  resources  are  available  to  him  for  support, 
but  when  there  is  an  encumbrance  on  household  goods  it  is  ridiculous 
to  think  that  the  person  has  access  to  the  full  market  value  of  those 
goods.  He  has  access  to  the  value  of  the  goods  minus  whatever  out- 
standing encumbrances  might  be  on  them.  I  think  that  a  little  flexi- 
bility in  the  system  would  bring  it  into  conformance  with  the  economic 
realities. 

Senator  Church.  You  are  speaking  of  all  encumbrances,  including 
mortgages  ? 

Mr.  Bensfield.  It  does  apply  to  the  housing  situation,  too,  because 
under  the  $25,000  housing  situation,  that  is  the  fair  market  value, 
not  the  person's  equity  in  the  house.  This  is  another  situation  that  can 
lead  to  inequities.  A  person  might  own  a  house  with  a  high  fair 
market  value  and  they  may  owe  a  lot  on  it.  Somebody  else  might  own 
a  less  expensive  house  outright.  One  gets  benefits  and  one  does  not. 
So  you  are  right  in  saying  that  the  encumbrance  problem  does  go 
to  the  housing  aspect. 

The  third  income  exclusion  involves  money  received  from  scholar- 
ships and  grants.  That  pi'ovision,  as  it  has  been  interpreted  by  the 
Secretary  and  the  regulations,  has  been  limited  to  include  only  that 
portion  of  the  scholarship  or  grant  which  is  used  to  pay  tuition  for 
fees  for  educational  purposes. 

In  other  words,  any  other  expenses  which  the  SSI  recipient  will 
encounter  in  school,  which  are  related  directly  to  the  educational 
experience  and  are  not  expenses  which  he  would  have  had  if  he  were 
not  in  school,  are  not  excluded.  So  it  is  possible  for  somebody  to  grant  a 
scholarship  and  his  money  grant  might  be  somewhat  less  than  some- 
body else's  similarly  situated  but  not  in  school,  so  it  does  not  make 
much  sense. 

Finally,  I  will  mention  the  presumption  raised  in  the  testimony 
previously,  having  to  do  with  the  one-third  grant  reduction  for  living 
in  a  household  of  another. 

It  simply  does  not  seem  to  me  to  make  much  sense  to  reduce  a  per- 
son's grant,  especially  if  he  is  actually  paying  for  the  room  and  board 
he  is  receiving  in  living  in  the  household  of  another.  I  think  the  one- 
third  grant  in  reduction  could  easily  be  offset  in  those  cases  by  the 
amount  the  person  is  paying  for  room  and  board. 

Senator  Church.  Well,  it  is  a  very  difficult  matter  where  the  person 
is  living  with  his  own  relatives  and  with  his  own  family.  I  do  not 
know  how  this  should  be  resolved.  It  is  all  that  clear  to  you  ? 

Evaluation  of  In-Kind  Services 

Mr.  Bensfield.  It  is  clear  to  me  that  I  think  the  one-third  reduction 
is  a  reasonable  provision  in  terms  of  evaluating  in-kind  services,  but  I 
think  that  when  there  is  a  measurable  amount  involved,  when  the  per- 
son is  actually  paying  under  some  kind  of  ordinary  rental  agr(iement, 
that  could  easily 

Senator  Church.  That  becomes  very  difficult  to  authenticate  in  a 
family  situation. 

Mr.  Bensfield.  I  think  it  could  be  done. 
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Mr.  Abascal.  The  States  have  done  it  for  years.  It  represents  an- 
other example  of  that  kind  of  tradeoff  between  the  efficiency  of  the 
administration  and  the  comiDlexities  of  the  situation. 

When  you  are  dealing  with  critical  situations,  of  people  in  critical 
need,  I  think  the  scale  ought  to  tip  to  individualizations. 

Mr.  Bensfield.  Thank  you. 

Senator  Church.  Thank  you  for  your  observations.  Without  objec- 
tion, your  prepai'ed  statement  will  be  inserted  in  the  record. 

[The  prepared  statement  of  James  A.  Bensfield  follows :] 

PREPARED    STATEMENT   OF   JAMES   A.    BENSFIELD 

As  an  attorney  employed  by  the  National  Senior  Citizens  Law  Center,  I  have 
had  considerable  contact  with  local  legal  services  attorneys  representing  SSI 
recipients  and  potential  SSI  recipients  in  various  sections  of  the  country.  From 
my  work  with  these  attorneys,  I  have  become  familiar  with  a  number  of  prob- 
lems in  the  SSI  program.  Some  of  these  problems  are  no  doubt  attributable  to 
the  program's  newness  and  Social  Security's  failure  to  work  the  snags  out  of 
its  still-developing  SSI  "system" ;  others  are  more  permanent  in  nature  and  are 
likely  to  survive  any  shakedown  period  in  the  program  unless  remedied  by 
changes  in  the  SSI  laws  and  regulations. 

Both  kinds  of  problems,  however,  have  worked  hardships  on  the  intended 
beneficiaries  of  SSI.  Whether  an  elderly,  blind  or  disabled  individual  has  failed 
to  receive  his  SSI  entitlement  due  to  a  systems  breakdown,  or  whether  he  has 
been  denied  eligibility  altogether  because  of  a  particular  presumption  in  the 
law  which  bears  little  or  no  relation  to  his  actual  economic  circumstances,  the 
effect  is  the  same :  needy  persons  are  being  denied  the  very  means  to  live  which 
the  SSI  program  was  set  up  to  provide  them. 

Hopefully,  the  combined  testimony  of  the  panel  members  will  touch  most 
of  the  major  problems  in  both  of  these  categories.  I  will  confine  my  own  remarks 
to  just  a  few  of  them.  I  would  like  to  si>eak,  first,  to  the  general  question  of  the 
SSI  program's  current  ability  to  respond  to  the  needs  of  individual  recipients 
who,  for  whatever  reason,  have  run  afoul  of  systems  problems,  and.  second,  I 
would  like  to  discuss  briefly  some  features  of  the  income  and  resources  tests 
in  tlie  SSI  law  and  regulations  which  potentially  will  result  in  the  denial  of 
benefits  to  many  truly  needy  individuals. 

The  System 

Anyone  who  has  been  involved  with  the  initial  phase  of  the  SSI  program 
inevitably  has  his  or  her  own  collection  of  man  versus  machine  horror  stories. 
From  all  parts  of  the  country  I  have  received  calls  and  letters  from  legal  services 
attorneys  with  clients  who  have  failed  to  receive  their  SSI  payments  on  time 
(or  at  all),  who  have  received  wildly  fluctuating  payments  or  drastic  reductions 
witliout  any  explanation,  or  who  have  had  their  benefits  stopiied  without  notice. 
Most  of  these  stories  share  a  common  theme :  Despite  exhaustive  efforts  on  the 
part  of  the  recipient  and  his  attorney,  it  is  usually  impossible  to  receive  an 
adequate  explanation  of  the  action  taken  from  local  Social  Security  ofiicials 
in  tlie  district  oflSces  or  in  the  regional  headquarters.  Everyone  professes 
ignorance  and  impotence  in  the  face  of  what  have  become  known  as  "those 
damn  computers  in  Baltimore." 

I  have  attached  at  the  end  of  this  statement  letters  from  attorneys  and 
paralegal  personnel  working  in  legal  services  programs  in  Maine.  INTassachusetts, 
Georgia.  Tennessee,  and  Washington  State.^  The  letters  bring  home  concretely 
the  frustration  felt  by  those  who  have  had  to  deal  with  the  SSI  program  on  a 
case-by-case  basis.  The  problems  brought  out  in  the  letters  are  many  and  varied, 
but  a  good  number  of  them  reflect  both  the  present  inability  of  the  SSI  system 
to  make  accurate  and  timely  adjustments  in  many  individual  cases  as  well  as 
the  apparent  lack  of  mechanisms  available  to  local  Social  Security  ofl3ces  to 
compensate  for  this  irresponsiveness. 

For  example :  In  Boston,  Mr.  B  and  his  attorney  have  been  trying  in  vain  for 
months  to  have  Mr.  B's  name  properly  added  to  the  master  SSI  payment  rolls 


^  Retained  In  committee  files. 
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in  Baltimore.  They  have  yet  to  meet  with  success,  despite  the  fact  that  the  SSA 
officials  in  the  local  district  office,  the  regional  office,  and  in  Baltimore  acknowl- 
edge Mr.  B's  eligibility  to  receive  regular  SSI  benefits.  When  he  didn't  receive 
his  January  check,  Mr.  B's  local  district  office  issued  a  one  time  payment  (OTP) 
and  assured  him  that  such  a  procedure  would  automatically  correct  the  situation 
and  he  would  begin  receiving  regular  checks  in  February.  He  didn't.  Neither  did 
he  receive  timely  payments  for  the  months  of  March,  April,  May,  June  or  July. 
In  the  words  of  his  attorney  : 

He  and  I  have  sijent  literally  hours  each  month  discussing  the  situation 

with  the  District  Office.  Each  month  the  District  Office  is  forced  to  go  through 

the  time-consuming  manual  OTP  process.  The  District  Office  says  that  the 

computer  refused  to  respond  to  instructions  to  correct  the  error.  As  a  result 

Mr.  B  receives  his  check  as  late  as  the  25th  of  the  month.  He  has  no  other 

income,  and  has  been  forced  to  borrow  from  friends  and  relatives,  with  no 

certainty  as  to  when  he  can  pay  them  back. 

In  other  cases,  SSI  recipients  have  not  been  so  lucky  in  finding  avenues  around 

systems  failures.  As  reported  in  a  letter  from  a  staff  attorney  with  the  Central 

Massachusetts  Legal  Services  Progi*am  : 

We  have  a  number  of  emergency  cases  in  which  the  local  district  office  is 
not  processing  or  attempting  to  rectify  computer  and  administrative  mistakes 
vpithin  a  reasonable  amount  of  time.  Some  individuals  have  waited  four  or 
five  weeks  for  one  time  payments  after  the  local  office  indicated  that  they 
were  eligible,  but  did  not  have  time  to  query  the  system  for  verification,  or 
did  not  process  the  request.  The  greatest  reason  for  the  delays  appears  to  be  a 
lack  of  personnel  in  the  local  office  to  handle  the  situation  of  mistakes  in  the 
system. 

Determinations  Not  Made  Under  SSI  Disability  Guidelines 

Persons  who  have  applied  for  disability  benefits  appear  to  be  especially  vulner- 
able to  systems  snafus  resulting  in  delays  and  apparently  unjustified  denials  of 
benefits.  The  attached  letter  from  the  legal  services  attorney  in  Maine  refers  to 
several  problems  which  he  has  experienced  in  this  area.  One  involved  the  failure 
of  the  system  to  comply  with  the  terms  of  Public  Law  93-2.56,  which  extended  the 
period  of  presumptive  eligibility  for  certain  persons  grandfathered  into  the  SSI 
program.  As  a  result,  many  individuals  in  the  state  were  illegally  dropped  from 
the  payment  rolls  at  the  end  of  March,  despite  their  never  having  had  determina- 
tions made  under  the  SSI  disability  guidelines. 

Another  case  cited  in  the  Maine  letter  illustrates  the  lack  of  coordination  be- 
tween Baltimore  and  the  local  SSA  offices  which  is  not  infrequent  in  disability 
cases.  In  the  words  of  the  attorney  : 

An  area  physician  reported  a  shocking  eligibility  denial  to  this  office.  An 
applicant,  who  had  been  referred  to  him  by  SSA  for  a  consultative  examina- 
tion, received  a  notice  of  denied  claim  the  day  following  his  visit  with  the 
doctor  and  before  the  physician  had  a  chance  to  submit  his  report.  While  the 
denial  letter  stated  that  study  of  the  medical  evidence  showed  the  applicant 
was  not  disabled  within  the  meaning  of  the  law,  this  determination  was 
apparently  reached  on  the  basis  of  an  empty  file.  Upon  contacting  Social 
Security,  the  physician  was  advised  that  this  patient  would  have  to  pursue 
his  claim  through  the  slow  and  lengthy  appeals  process. 
Finally,  the  attached  letter  from  an  attorney  with  a  legal  services  program  in 
Nashville,  Tenn.,  points  out  the  widespread  failure  of  the  present  SSI  system  to 
generate  proper  notices  to  persons  who  have  had  their  grants  terminated  or 
reduced.  In  speaking  of  the  failure  to  provide  adequate  notice  and  prior  hearings 
in  cases  where  such  procedures  are  clearly  constitutionally  mandated,  this  attor- 
ney states : 

It  should  be  emphasized  that  local  Administration  employees  have  lieen 
most  cooperative  and  concerned  about  this  problem,  and  seem  to  be  doing  all 
that  they  can  to  remedy  the  situation.  Unfortunately,  there  is  only  a  limited 
amount  that  they  can  accomplish,  because  the  checks  are  issued  by  computer 
from  Baltimore,  and  the  computer  apparentl^  can  and  does  reduce  or  com- 
pletely cut  off  checks  without  local  caseworkers  even  being  aware  of  the 
fact.  And  the  computer  itself  is  apparently  not  programmed  to  automatically 
issue  notices  itself  before  taking  such  action. 
Aside  from  my  contact  with  local  legal  services  attorneys  who  are  in  daily 
touch  with  persons  who  have  SSI  problems,  I  have  also  had  numerous  contacts 
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with  the  Social  Security  oflScials  in  Baltimore  who  have  been  placed  in  charge 
of  dealing  with  those  problems.  It  is  a  pleasure  to  report  that  these  contacts 
have  evidenced,  to  me  at  least,  a  genuine  feeling  of  concern  for  the  victims  of 
the  kinds  of  systems  failures  cited  above  and  a  commitment  to  eliminate  the 
flaws  in  the  SSI  system  as  rapidly  as  the  resources  of  SSA  will  permit.  As  one 
official  iu  the  Bureau  of  Supplemental  Security  Income  aptly  put  it  in  a  recent 
meeting:  ''We  might  have  three  million  cases  to  worry  about,  but  for  the  guy 
out  there  waiting  for  his  check,  his  case  is  the  only  one  he's  got." 

My  inquiries  to  Social  Security  officials  in  Baltimore  on  behalf  of  certain 
problem  cases  which  have  come  to  my  attention — including  the  case  of  Mr.  B  in 
Boston  who  has  received  one  time  payments  seven  times  because  the  computer 
will  not  or  cannot  put  his  claim  in  payment  status — have  elicited  concerned 
responses  which,  if  they  have  not  been  totally  remedial  in  every  case,  have  at 
least  left  me  with  a  keener  appreciation  of  the  complexity  and  enormity  of 
putting  together  the  SSI  system. 

Given  enough  time  and,  perhaps  more  importantly,  enough  manpower,  SSA 
will  no  doubt  work  many  of  the  kinks  out  of  the  program.  But  in  an  operation 
as  vast  and  intricate  as  SSI,  in  which  a  system  must  be  designed  to  deal  with 
complex  means  test  calculations  for  several  million  individuals  and  with  fifty 
state  variations  in  supplementation,  medicaid  eligibility  criteria  and  so  forth, 
systems  errors  will  remain  in  some  degree  as  unfortunate  by-products  of  the 
program.  Social  Security  must  be  equipped  with — and  must  utilize — procedures 
for  shortcutting  the  system  when  necessary  to  cushion  the  impact  of  these  errors 
on  individual  recipients. 

The  Aaministration  has  already  made  imaginative  use  of  the  available  pro- 
cedures for  doing  precisely  that.  The  Secretary's  emergency  check-issuing  author- 
ity— presently  limited  to  initial  applicants  only — was  temporarily  expanded  to 
include  all  persons  converted  to  SSI  from  state  programs.  Also,  the  unusually 
large  number  of  One  Time  Payments  which  have  been  made  to  date  have  liter- 
ally rendered  that  term  a  misnomer,  and  I  am  told  that  an  expedited  check 
replacement  process  will  be  inaugurated  around  the  first  of  August. 

Nevertheless,  more  flexibility  needs  to  be  built  into  the  program.  The  need  is 
especially  acute  in  the  areas  of  emergency  payments  and  presumptive  eligibility. 

EMEBGEXCY    PAYMENTS 

As  mentioned,  there  is  presently  no  authority  in  the  SSI  statutes  for  making 
emergency  payments  to  eligible  SSI  recipients  who,  for  whatever  reason,  have 
failed  to  receive  their  regular  monthly  benefits.  While  the  expansion  of  the  One 
Time  Payment  and  check  replacement  procedures  have  in  some  degree  compen- 
sated for  this  lack,  these  measures  are,  and  will  remain,  too  cumbersome  and  time- 
cnnsuming  to  afford  the  kind  of  immediate  emergency  relief  required  in  many 
cases.  Without  the  availability  of  such  relief,  the  recipient  is  forced  to  bear  the 
burden  of  systems  mistakes,  postal  delays,  lost  or  stolen  checks  and  so  forth. 
It  simply  makes  sense  to  expand  the  present  emergency  check  issuing  authority 
to  include  those  persons  who,  iinlike  oven  initial  applicants,  have  come  to  depend 
on  the  timely  arrival  of  their  monthly  SSI  benefits. 

Any  system  of  making  emergency  payments  is.  of  course,  of  little  value  unless 
it  is  used  in  practice  and  its  existence  is  made  known  to  potential  beneficiaries. 
Unfortunately,  there  are  presently  provisions  in  the  SSI  Claims  Manual  which 
instruct  district  office  personnel  specifically  that  "a  request  for  emergency  ad- 
vance payment  should  not  be  solicited"  except  "when  a  bona  fide  need  is 
indicated."  It  is  submitted  that  a  policy  of  encouraging  rather  than  discouraging 
the  use  of  emergency  payment  procedures  would  better  serve  the  interests  of 
needy  recipients. 

Persons  seeking  SSI  benefits  based  on  disability  must  qualify  under  both  the 
means  test  and  the  SSI  disability  guidelines.  That  process  currently  accounts 
for  one  of  the  most  glaring  bottlenecks  in  the  whole  SSI  program.  Congress  has 
included  provisions  in  the  SSI  statute  authorizing  SSA  to  make  payments  to 
'presumptively  eligible"  individuals  for  up  to  three  months  while  their  claims 
iire  being  processed  in  the  state  disability  determination  units.  It  appears,  how- 
ever, that  the  Intent  of  Congress  in  providing  relief  to  needy  and  disabled  per- 
sons while  their  claims  are  pending  has  not  been  fully  carried  out  in  the  program. 
For  one  thing,  the  Administration  has  promulgated  severely  restrictive  guide- 
lines for  use  in  classifying  persons  as  presumptively  disabled.  For  another,  there 
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is  currently  no  provision  in  the  law  for  reimbursing  states  who  provide  benefits 
to  individuals  with  pending  disability  claims. 

Under  SSA  regulations,  an  SSI  applicant  is  entitled  to  a  finding  of  presump- 
tive disability  whenever  he  can  make  out  a  "prima  facie"  case  of  disability.  An 
applicant  can,  in  turn,  make  a  prima  facie  case  by  evidencing  a  "readily  observa- 
ble severe  impairment,"  or  by  submitting  "medical  or  other  evidence"  of  his 
impairment. 

There  are  problems  with  both  of  these  procedures.  First,  SSA  has  restricted 
the  definition  of  a  "readily  observable  severe  impairment"  to  cases  involving  the 
amputation  of  two  limbs,  the  amputation  of  a  leg  at  the  hip,  and  an  allegation 
of  total  deafness,  thereby  rendering  the  concept  worthless  in  the  vast  majority 
of  cases.  (See  Claims  Manual  §  12572(a))  Second,  since  district  offices  are  not 
eqiupped  to  make  disability  determinations  on  the  basis  of  medical  evidence, 
such  evidence,  even  when  submitted  to  support  an  application  for  presumptive 
dis^ability  benefits,  must  be  sent  to  state  disability  determination  units.  Since 
there  is  presently  no  time  limit  in  the  law  for  processing  these  presumptive  dis- 
ability applications,  there  is  a  strong  possibility  that  determinations  will  not 
take  place  appreciably  faster  than  the  processing  of  ordinary  disability  applica- 
tions. The  cumulative  effect  of  SSA's  current  policy  regarding  presumptive  dis- 
ability, then,  has  been  to  largely  dissipate  the  potential,  and  intended,  benefits 
of  the  original  statutory  provisions. 

The  presumptive  disability  problem  is  further  compounded  by  the  lack  of 
any  provisions  in  the  law  allowing  federal  reimbursement  to  states  who  on 
their  own  initiative  provide  interim  general  assistance  benefits  to  persons 
awaiting  rulings  on  their  SSI  disability  applications  but  who  have  not  qualified 
for  presumptive  disability  payments.  The  cost  consequences  of  such  a  provision 
would  be  minimal,  since,  once  a  person  has  been  found  eligible  under  the  SSI 
disability  guidelines,  his  benefits  are  retroactive  to  the  date  of  application.  The 
amount  of  those  retroactive  benefits  could  simply  be  reduced  by  whatever 
amount  the  person  had  received  from  the  states  during  the  pendency  of  his 
disability  claim.  Currently,  there  is  no  financial  incentive  in  the  law  for  states 
to  make  these  payments. 

PROCESSING   INITIAL  APPLICATIONS 

Although  others  on  this  panel  will  speak  in  detail  about  the  pile  up  of  initial 
SSI  applications  during  the  program's  first  phase.  I  would  simply  like  to  lend 
my  support  for  the  establishment  of  time  limits  during  which  action  must  be 
taken  on  these  applications.  As  you  are  aware,  states  administering  the  pre- 
vious grant-in-aid  programs  were  required  to  act  on  applications  within  30 
days,  or  in  the  case  of  disability  claims,  within  90  days.  There  seems  to  be  no 
reason  why  a  centi-alized  system  like  SSI  can't  work  within  the  same  time 
constraints.  Indeed,  the  imposition  of  such  constraints  might  expedite  the 
process  of  perfecting  that  system. 

Regardless  of  how  efficient  and  well-oiled  the  hardware  in  Baltimore  eventually 
becomes,  there  will  remain  some  featiires  of  the  SSI  program  which,  unless 
changed,  will  result  in  the  denial  of  benefits  to  large  numbers  of  deserving 
individuals.  Many  of  these  features  can  be  characterized  as  "presumptions" — 
provisions  in  the  law  or  regulations  which,  while  perhaps  contributing  in  some 
wny  to  administrative  efficiency,  are  too  inflexible  to  permit  justifiable  exceptions 
warranted  in  particular  cases. 

An  individual,  for  instance,  who  is  receiving  SSI  benefits  on  the  basis  of 
disability  and  who  is  also  an  alcoholic  or  drug  addict  is  required  to  have  his 
l)enefits  paid  to  a  representative  payee,  regardless  of  how  capable  he  may  be 
of  handling  his  own  affnirs. 

A  marital  relationship  is  presumed  to  continue  for  a  six-month  period, 
regardless  of  how  final  and  irrevocable  a  separation  might  be,  with  the  result 
that  the  partners  in  the  former  relationship  must  subsist  on  one-half  of  a 
couple's    grant    rather   a    larger   individual's    payment. 

I  would  like  to  devote  the  remainder  of  my  testimony  to  briefly  describing 
several  inequitable  presumptions  contained  in  the  income  and  resources  evalua- 
tion provisions  of  the  SSI  program.  This  list  in  neither  new  nor  exhaustive.  The 
items  mentioned,  however,  hold  potential  for  working  severe  hardships  on  needy 
individuals.  They  also  readily  lend  themselves  to  legislative  remedies,  some 
of  which  have  already  been  proposed. 
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VALUE   OF   THE   HOME 

Section  1613(a)(1)  of  the  Social  Security  Act  provides  that  the  reasonable 
value  of  an  SSI  recipient's  home  shall  be  excluded  in  calculating  his  or  her 
resources  for  determining  eligibility. 

The  regulations  issued  by  the  Secretary  under  this  section,  however,  set  an 
absolute  limit  on  the  market  value  of  a  house  vv'hich  an  individual  can  own  and 
exclude  from  his  resources  for  purposes  of  determining  SSI  eligibility.  That 
limit  is  $25,000  (excluding  Alaska  and  Hawaii,  where  the  limit  is  a  market  value 
of  $25,000). 

By  failing  to  allow  for  the  large  regional  and  intraregioual  variations  in  the 
fair  market  value  of  housing,  and  by  failing  to  take  into  account  the  tremendous 
increase  in  home  values  over  recent  years,  the  arbitrary  $25,000  figure  produces 
some  startling  inequities.  A  $24,000  house  in  one  section  of  the  country  might  be 
far  more  elaborate  tlian  a  $26,000  house  in  another  section,  yet  the  owner  of  the 
former  would  be  eligible  for  SSI  while  the  second  owner  w^ould  not. 

Furthermore,  the  $25,000  figure  bears  no  relation  whatsoever  to  a  person's 
equity  in  a  house.  Mr.  A's  house  has  a  fair  market  value  of  $30,000,  but  Mr.  A  is 
paying  on  an  outstanding  loan  of  $26,000,  making  his  equity  in  the  house  $4,000. 
Mr.  B's  house  (which,  to  add  to  the  disparity,  could  be  located  in  an  area  with 
comparatively  lower  market  values)  is  worth  $23,000  and  is  owned  outright. 
Result :    B  is  eligible  for  SSI,  A  is  ineligible. 

Since  the  use  of  any  set  figure  for  the  evaluation  of  a  house  in  determining 
resource  eligibility  will  inevitably  result  in  the  exclusion  of  persons  with  homes 
whose  market  value  is  slightly  over  the  limit,  there  is  a  strong  argument  for 
eliminating  the  use  of  such  figures  altogether.  Short  of  that,  however,  there 
should  at  the  very  least  be  a  system  for  making  sure  that  regional  differences  are 
taken  into  account  in  the  calculation  of  allowable  resource  exclusions  for  homes 
of  SSI  recipients. 

THE  EEAL   VALUE  OF  RESOURCES 

Under  regulations  promulgated  by  the  Secretary,  household  goods  owned  by 
SSI  recipients  are  evaluated  at  market  value  for  piirposes  of  calculating  avail- 
able resources.  Again,  the  regulations  take  no  account  of  unpaid  loan  balances 
or  other  encumbrances  which  may  exist  on  such  property.  The  sound  principle 
of  requiring  persons  to  make  use  of  alternative  resources  before  becoming  eligible 
for  SSI  benefits  has  been  thwarted  by  the  very  unsound  notion  that  the  total 
value  of  an  encumbered  household  item  is  somehow  availal)le  to  such  a  person. 

Equity  is  the  only  meaningful  measure  of  the  value  of  household  goods  for  use 
in  the  SSI  means  test.  The  encumbered  portions  of  such  goods  are  of  no  use  to 
a  potential  SSI  recipient  as  an  alternative  means  of  support  and  it  should,  there- 
fore, be  deducted  from  the  market  value  in  evaluating  a  person's  resources. 

Section  1612(a)  (2)  (A)  of  the  Social  Secui-ity  Act  provides  that  when  an 
individual  is  living  in  the  household  of  another  and  is  receiving  support  and 
maintenance  (room  and  board)  in  kind,  the  amount  of  his  SSI  grant  will  be  re- 
duced automatically  by  one-third.  While  this  statutory  provision  precludes  any 
individual  determination  of  the  actual  value  of  the  in-kind  benefits  received,  the 
regulations  issued  thereunder  go  a  step  further.  They  require  that  the  one-third 
deduction  be  made  even  if  the  recipient  is  making  payment  for  his  room  and 
board  to  the  person  in  whose  house  he  is  living. 

These  regulations  mean  that  a  person  who  lives  in  a  household  of  another  and 
makes  regular  payments  under  an  ordinary  rental  agreement  wall  nevertheless 
have  his  SSI  grant  reduced  by  one-third.  It  would  seem  only  fair  for  the  law 
to  include  a  provision  that  any  such  payments  made  by  recipients  living  in  the 
household  of  another  should  go  towards  offsetting  the  one-third  reduction. 

THE     SCHOLARSHIP     INCOME     EXCLUSION 

The  Social  Security  Act,  in  section  1612(b)  (7),  provides  that  the  amount  of  a 
scholarship  or  grant  should  be  excluded  from  an  individual's  income  in  deter- 
mining his  SSI  eligibility.  SSA's  regulations,  however,  have  honed  down  this  pro- 
vision by  limiting  the  exclusion  to  only  that  portion  of  a  scholarship  or  gi-ant 
which  is  used  to  pay  tuition  or  fees.  The  portions  used  to  pay  other  school-related 
expenses — ^books,  supplies,  and  special  services  for  the  blind  and  disabled — are 
counted  as  ordinary  income  available  for  basic  subsistence. 

The  result  of  this  regulation  is  that  the  grant  level  of  the  SSI  recipient  going 
to  school  on  a  scholarship  may  be  less  than  an  otherwise  similarly  situated  per- 
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son  not  in  school.  This  could  be  the  case  despite  the  scholarship  recipient's  use 
of  his  grant  money  for  costs  clearly  related  to  his  education  and  not  previously 
part  of  his  ordinary  living  expenses.  Again,  some  flexibility  is  needed  in  the  law. 
This  particular  income  exclusion  should  be  expanded  to  include  scholarship  money 
used  for  verified  educational  expenses  other  than  tuition  and  fees. 

Mr.  Abascal.  Patricia  Butler. 

STATEMENT  OF  PATRICIA  BUTLER,  STAIT  ATTORNEY,  NATIONAL 
ENVIRONMENTAL  AND  HEALTH  LAW  CENTER,  LOS  ANGELES, 
CALIF. 

Mrs.  Butler.  Mr.  Cliairman,  my  testimony  this  afternoon  is  of  a 
somewhat  different  character  than  that  which  preceded  me  because 
of  my  particular  background  and  experience.* 

My  remarks  this  afternoon  will  involve  the  relationship  between 
SSI  and  Medicaid,  and  particulaily,  the  legislative  and  administrative 
problems  that  the  Medicaid  program  is  experiencing  now  because  of 
an  attempt  by  Congress  to  conform  the  Medicaid  program  to  SSI, 
adopted  in  the  1972  welfare  amendments. 

There  are  four  specific  kinds  of  issues  I  would  like  to  bring  to  your 
attention,  with  recommendations  for  solving  those  problems. 

The  first  issue  involves  a  fundamental  difficulty  with  the  statute  as 
it  now  reads,  the  Medicaid  statute  of  the  Social  Security  Act,  which 
provides  medical  assistance  for  the  indigent.  For  the  first  time  since 
its  enactment  in  1965,  Medicaid  does  not  require  States  to  cover  all 
recipients  of  public  assistance ;  never  before  has  this  been  true.  I  think 
this  development  was  a  tremendous  step  backward  from  any  concept 
of  social  insurance.  There  are  two  ways  in  which  this  is  carried  out : 
The  first  is  that  section  1902  (f)  of  the  Medicaid  statute  permits  Sta^tes 
to  exclude  some  SSI  recipients — who  are  recipients  of  public  assist- 
ance— from  receiving  Medicaid.  Sixteen  States  have  chosen  this  option, 
as  I  think  the  Administrator  of  SSA  testified  this  morning.  In  a  veiy 
peculiar  provision,  Congress  permits  those  States  which  chose  this 
particular  option  to  cover  only  SSI  recipients  who  meet  the  States' 
January  1972  Medicaid  eligibility  standards.  That  figure  was  chosen 
as  an  arbitrary  date  in  order  to  keep  State  Medicaid  caseloads  from 
increasing  with  the  assumed  increase  in  SSI  caseloads,  which  would 
be  a  problem  in  the  States  with  low  welfare  payment  levels. 

Medical  Expenses  Not  Co\t:red  by  SSI 

SSI  does  not  provide  any  payment  for  medical  expenses — and  we  all 
know  how  expensive  medical  costs  are  today.  Medicaid  is  the  only 
way  that  the  poor  can  receive  any  medical  assistance.  But  poor  SSI 
recipients  in  16  States  cannot  receive  medical  care  in  the  same  man- 
ner as  other  public  assistance  recipients  in  those  States. 

The  1972  Medicaid  amendments  also  permit  States  to  discriminate 
between  various  groups  of  State-supplemented  SSI  recipients.  States 
are  not  required  by  the  Medicaid  program  to  cover  everyone  under 
Medicaid  to  wliom  they  provide  State  supplementary  payments.  Not 
only  do  States  not  need  to  cover  these  people  at  all,  but  they  can 
choose  to  discriminate  between  groups.  Thus,  if  a  State  such  as  Cali- 

♦See  prepared  statement,  p.  624. 
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fornia  provides  a  supplementary  payment  to  the  aged,  blind,  and 
disabled,  the  State  can  provide  Medicaid  to  only  the  aged  who  re- 
ceive this  additional  payment  under  Medicaid,  excluding  coverage 
of  the  disabled  and  blind.  At  this  point,  the  State  implementation  of 
the  1972  Medicaid  amendments  lags  behind  even  SSx\.'s  impleuien- 
tation  of  SSI.  I  am  not  familiar  with  any  States  which  have  dis- 
criminated among  State  supplemental  recipients  in  this  way,  but  the 
possibility  exists  in  the  law,  and  I  have  no  doubt  that  this  discrimina- 
tion will  occur. 

An  additional  limitation  imposed  by  the  Medicaid  statute  for  the 
first  time  is  an  income  eligibility^  ceiling  on  SSI  State  supplemental 
recipients,  and  this  brings  me  to  the  second  problem  I  will  discuss — 
the  eligibility  level  ceiling,  which  is  300  percent  of  the  SSI  level  (cur- 
rently $438).  The  Federal  law  sets  an  absolute  ceiling  on  Medicaid 
income  eligibility  of  $438;  and  although  that  may  sound  like  a  lot 
of  money,  it  becomes  a  problem  for  nursing  home  recipients  because 
nursing  home  costs  are  very  high.  In  Wisconsin,  for  example,  it  costs 
about  $600  a  month  to  support  a  ^Medicaid  recipient  in  a  nursing 
home.  Previous  to  the  amendments  adopted  in  December  of  last  year, 
States  like  Wisconsin  established  nursing  home  cost  as  a  "special 
need"  for  purposes  of  welfare  eligibility,  in  order  to  permit  appli- 
cants to  be  eligible  for  nursing  home  assistance  if  their  income  was 
below  the  cost  of  nursing  home  services ;  for  instance,  the  $600  figure. 

Now  that  the  $48  ceiling  is  imposed  on  Medicaid  eligibility,  persons 
in  all  of  those  States  where  nursing  costs  are  very  high,  who  previ- 
ously would  have  been  eligible  for  Medicaid  to  cover  that  nursing 
home  cost,  will  be  ineligible.  In  a  State  which  provides  Medicaid  for 
only  the  welfare  group,  such  persons  needing  nursing  home  care  will 
be  completely  ineligible  for  Medicaid,  no  matter  how  much  of  their 
own  funds  they  expend.  This  seemingly  reasonable  ceiling  is,  in  fact, 
very  unfair  to  poor  persons  in  States  which  have  previously  permitted 
a  "special  needs"  standard  for  people  in  nursing  homes. 

Third,  some  States  are  actually  cutting  back  their  Medicaid  pro- 
grams, even  though  the  primary  intent  of  this  bizarre  provision  in  the 
Federal  law  (sec.  1902(f))  was  to  hold  States  at  the  status  quo,  so 
they  would  not  have  to  increase  their  Medicaid  caseloads  as  a  result 
of  SSL 

In  fact,  some  States,  with  HEW  approval,  are  eliminating  from 
Medicaid  certain  kinds  of  persons  who  were  previously  covered  under 
Medicaid,  and  using  this  provision  of  the  law  to  justify  that  reduction. 

SoiNiE  States  Refusing  Medicaid  Coverage 

One  example  of  that  situation  in  persons  who  were  previously 
receiving  aid  in  a  different  category — for  instance,  general  relief — but 
who  were  also  receiving  Medicaid  in  January  1972.  The  State  refuses 
to  continue  to  cover  such  persons  under  IMedicaid  even  though  they 
now  receive  SSI.  The  statute  seems  to  prohibit  excluding  such  persons, 
but  some  States  limit  their  programs  in  this  manner  nonetheless. 

Some  of  these  issues  may  be  litigated,  but  I  tliink  either  the  statute 
or  the  legislative  history  of  the  statute  could  be  clarified. 

Senator  Church.  It  seems  to  me  that  you  are  describing  what  is 
turning  into  a  Chinese  maze,  that  the  Congress  has  been  more  con- 
cerned about  protecting  the  State  budgets,  first  the  Federal  and  second 
the  obvious  needs  of  the  people  who  are  intended  to  benefit. 
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I  would  tliink  that  was  the  main  motive  of  these  changes  in  the  law 
which  hold  that  the  Federal  Government  should  assume  greater 
responsibility,  and  yet  it  was  done  in  a  way  that  left  some  of  the 
people  out,  many  of  them  in  the  cold. 

Mrs.  Butler.  That  is  right,  and  I  think  there  is  no  question  that 
a  lot  of  inequities  have  resulted  because  of  the  decision  to  be  concerned 
only  with  fiscal  matters. 

My  last  point  is  minor;  however,  I  think  it  forecasts  the  kind  of 
problems  we  will  be  seeing  in  the  future  and  relates  to  the  discussion 
my  colleagues  have  presented  this  afternoon  regarding  problems  of 
SSA's  determinations  of  eligibility  for  SSI  and  Medicaid. 

"VVlien  SSA  determines  to  disapprove  a  claim,  it  sends  out  a  notice 
to  SSI  applicants,  telling  them  that  they  are  disapproved  and  that 
they  "may  be  eligible  for  Medicaid" — because  some  States  will  provide 
Medicaid  to  people  not  eligible  for  welfare — and  that  the  State  Medic- 
aid agency  will  be  in  touch  with  them  about  their  eligibility.  State 
Medicaid  agencies  do  not  solicit  applications  for  Medicaid.  Further- 
more in  California  where  this  problem  has  come  to  my  attention,  the 
State  agency  said  it  does  not  even  have  the  computer  capacity  to 
obtain  information  about  disapproved  applicants  from  SSA  or  to 
use  it  in  any  way  to  notify  people. 

This  problem  should  be  easily  remedied  by  a  better  formal  agree- 
ment between  SSA  and  State  agencies,  and  by  making  more  accurate 
the  notice  that  SSA  provides.  But  I  think  a  better  solution  to  this 
whole  problem  is  for  SSA  to  assume  responsibility  for  determining 
all  Medicaid  eligibility  for  both  the  welfare  group  for  which  it  now 
makes  eligibility  decisions — ^because  these  decisions  are  SSI  eligibility 
decisions — and  also  for  the  "medically  needy,"  the  nonwelf are  group  of 
Medicaid  eligibles  who  are  eligible  for  Medicaid.  The  eligibility  proc- 
ess would  be  much  simpler  if  SSA  would  take  complete  responsibility 
for  it. 

As  I  read  the  Federal  law,  that  would  be  perfectly  within  the 
arrangements  that  HEW  could  make  with  the  States,  but  HEW 
refuses  to  do  so  under  its  present  regulations. 

Senator  Church.  Thank  you  very  much,  your  prepared  statement 
will  be  placed  in  the  record  at  this  point. 

[The  statement  follows :] 

Prepared  Statement  of  Patricia  A.  Butleb 

Dear  Mr.  Chairman  and  Members  of  the  Committee :  As  a  staff  attorney  with 
the  National  Health  Law  Program  for  the  past  four  years,  I  have  specialized 
in  Medicaid,  and  my  testimony  involves  specific  problems  with  the  relationship 
between  the  SSI  and  Medicaid  programs.  I  must  emphasize  that  because  of  the 
delays  in  implementation  of  SSI,  which  have  entailed  even  greater  delays  in 
the  implementation  of  conforming  amendments  to  the  Medicaid  programs  in 
each  state,  the  problems  that  I  mention  are  only  examples  of  problems  which  I 
believe  we  will  continue  to  see  as  states  implement  Medicaid  changes  during 
the  next  few  months. 

The  four  specific  problems  to  which  T  would  like  to  direct  the  Committee's 
attention  illustrate  issues  of  the  way  that  Congress  wrote  the  statute  and  of 
state  implementation  and  HEW  administration  of  the  law. 

I.  eligibility  for  medicaid 

For  the  first  time  since  its  enactment  in  1965,  Medicaid  does  not  now  require 
states  to  cover  all  recipients  of  public  assistance.  The  federal  law  specifically 
permits  states  to  exclude  certain  kinds  of  persons  who  are  receiving  public  as- 
sistance in  the  form  of  either  SSI  or  State  Supplementation  : 
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A.  Section  1902(f)  of  the  Medicaid  Act,  42  U.S.C.  §  1396a (f),  permits  states 
to  exclude  some  aged,  blind  and  disabled  recipients  of  SSI  or  State  Supplementa- 
tion from  Medicaid  and  to  cover  only  those  aged,  blind  and  disabled  persons  on 
SSI  or  State  Supplementation  who  meet  the  state's  January  1,  1972,  Medicaid 
eligibility  standards.  Sixteen  states*  have  chosen  this  option.  The  purpose  of 
this  limitation  was  to  hold  states  harmless  from  increased  Medicaid  costs  which 
would  be  the  natural  result  of  increased  federal  eligibility  standards  under  SSL 
(See  Sen.  Fin.  Comm.  Rep.  No.  92-1230  at  222).  Certainly  the  states  have  a 
right  to  be  concerned  with  an  increase  in  their  Medicaid  caseloads  over  which 
they  would  have  no  control.  However,  Medicaid,  in  spite  of  its  failings,  has 
been  since  19G5  the  sole  means  by  which  welfare  recipients  and  in  some  cases 
other  groups  of  low-income  persons,  could  receive  free  medical  assistance.  To 
deny  Medicaid  to  persons  who  have  been  defined  as  poor  by  virtue  of  their  SSI 
eligibility  is  inequitable  and  illogical.  A  fairer  protection  against  increased  state 
costs  would  be  to  permit  states  to  charge  the  federal  government  for  the  in- 
creased shai'e  of  the  costs  of  these  added  SSI  recipients. 

B.  Not  only  may  states  exclude  a  large  group  of  SSI  recipients  from  auto- 
matic Medicaid  coverage,  but  states  may  also  discriminate  between  recipients 
of  their  State  Supplementation  programs.  The  federal  law,  §  1902a (10)  (III),  42 
U.S.C.  §  1396a(a)  (10)  (III),  permits  the  states  to  cover  "reasonable  groups"  of 
State  Supplementation  recipients.  HEW  has  interpreted  this  requirement  to 
mean  that  the  states  may  exclude  from  Medicaid  coverage  State  Supplementa- 
tion recipients  who  are  blind  or  aged  or  disabled  or  various  combinations  thereof 
(45  C.F.R.  §  248.2(d) ).  While  I  have  not  heard  that  any  states  are  discriminating 
among  their  State  Supplementation  recipients,  the  tendency  of  many  states  to 
cut  back  their  Medicaid  programs  as  medical  costs  increase  indicates  that  states 
will  take  advantage  of  that  opportunity  in  the  future  if  they  have  not  already 
done  so. 

II.  INCOME  CEILINGS 

Section  1903f  (4)  (c)  of  the  Medicaid  law,  42  U.S.C.  §  139Gl)(f )  (4)  (c),  sets 
the  ceiling  on  the  income  of  Medicaid  recipients  for  pun^oses  of  Medicaid  eligi- 
bility at  300%  of  the  federal  SSI  level  which  would  currently  be  $438.  While 
this  income  level  applies  to  all  Medicaid  recipients,  in  practical  effect  it  only  has 
an  adverse  impact  on  persons  who  are  institutionalized,  primarily  persons  in 
nursing  homes.  Because  it  is  recognized  that  nursing  home  costs  are  often  very 
high  and  well  beyond  the  traditional  welfare  eligibility  standards  for  indi- 
viduals, many  states  have  sent  a  special  income  eligibility  level  for  nursing  home 
recipients  or  have  calculated  the  cost  of  nursing  home  services  into  a  welfare 
applicant's  budget  as  a  "special  need."  This  eligibility  process  was  especially 
important  in  states  with  Medicaid  programs  for  only  the  categorically  needy 
(i.e.  welfare  recipient  group)  because  persons  with  incomes  above  the  welfare 
eligibility  line  but  below  the  level  of  the  monthly  cost  of  nursing  home  services 
(which  may  run  as  much  as  $600  a  month)  would  otherwise  never  be  eligible 
for  Medicaid.  Imposing  the  federal  ceiling  of  $438  on  Medicaid  eligibility  dis- 
qualifies from  Medicaid  eligibility  such  nursing  home  recipients  in  states  where 
the  cost  of  nursing  home  care  exceeds  $438  a  month. 

III.    STATE   CUTBACKS   IN   ELIGIBILITY 

Although  the  intent  of  the  federal  limitation  on  Medicaid  eligibility,  §  1902(f), 
discussed  above,  was  to  hold  the  states  harmless  from  increased  Medicaid 
costs  and  keep  states  at  approximately  their  1972  level  of  Medicaid  eligibility 
costs,  some  states  have  restricted  Medicaid  eligibility  in  violation  of  the  intent 
and  express  language  of  the  statute,  but  with  the  support  of  HEW.  States 
which  covered  persons  who  were  receiving  Medicaid  in  January  1972,  as  members 
of  a  different  eligibility  classification  than  they  currently  belong  to.  now  exclude 
such  persons  from  Medicaid  eligibility.  For  instance,  one  state  where  general 
assistance  recipients  were  eligible  for  Medicaid  in  January  1972,  refuses  to  pro- 
vide IMedicaid  coverage  for  a  person  who  was  a  general  assistance  recipient 
reeceiving  Medicaid  in  January  1972,  and  who  is  now  an  SSI  recipient  (because 
the  SSI  definition  of  disability  is  more  liberal  than  that  which  existed  in  the 
state's  ATD  plan).  Similarly  a  state  which  provided  Medicaid  to  AFDC  fam- 
ilies where  disabled  children  were  eligible  because  of  their  family  relationship, 
but  who  now  are  disabled  SSI  recipients,  refuses  to  provide  Medicaid  coverage 
to  these  children  even  though  they  were  receiving  Medicaid  under  a  different 


•Connecticut,  Hawaii,  Idaho,  Illinois,  Indiana,  Kansas,  Maryland,  Minnesota,  Missouri, 
Nebraska,  New  Hampshire,  North  Carolina,  North  Dakota.  Ohio,  Oklahoma,  and  Utah. 
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eligibility  category  in  January  1?^2,  WMle  these  two  examples  describe  persons 
who  are  not  the  primary  constituency  of  this  Committee,  a  similar  situation 
could  arise  with  persons  who  become  65  after  January  1972,  and  are  now 
eligible  for  SSI,  but  who  were  receiving  Medicaid  for  another  reason,  such  as 
receipt  of  general  assistance,  in  January  of  1972. 

IV.  coope:bation  between  ssa  and  state  medicaid  agencies 

It  has  recently  come  to  our  attention  that  the  notice  that  SSA  sends  to  dis- 
approved SSI  applicants  misleads  those  persons  into  believing  that  they  may  be 
contacted  regarding  Medicaid  eligibility.  In  a  state  with  a  medically  needy  (i.e. 
non-welfare  group)  Medicaid  program  persons  with  too  much  income  for  SSI 
may  still  be  eligible  for  Medicaid.  This  medical  assistance  eligibility  is  obviously 
of  critical  importance.  Unfortunately,  the  notice  which  SSA  distributes  to  dis- 
approved applicants  says  that  "an  agency  of  your  state  will  inform  you  of  your 
status  for  medical  assistance  (Medicaid).  You  need  take  no  further  action." 
Some  state  Medicaid  agencies  claim  that  SSA  does  not  notify  them  of  these 
disapproved  SSI  applicants  for  them  to  contact.  Even  if  SSA  did  notify  state 
agencies,  states  do  not  seek  Medicaid  eligibles  and  would  probably  fail  to  con- 
tact them  unless  they  were  legally  obligated  to  do  so.  The  notice  is  misleading 
because  the  applicant  is  under  the  misimpression  that  he  need  take  no  further 
steps  to  apply  for  Medicaid.  The  SSA  notice  should  at  least  inform  the  applicant 
that  he  must  apply  for  Medicaid  through  his  welfare  department.  A  better 
solution  to  this  problem  would  be  that  SSA  assume  responsibility  for  making 
determinations  of  medically  needy  eligibility  for  all  disapproved  SSI  applicants 
and  for  all  persons  who  become  ineligible  for  SSI  because  of  increased  income  or 
resources,  since  SSA  would  already  have  all  the  information  needed  for  such 
decisions.  SSA  administration  of  this  function  would  streamline  otherwise 
duplicative  applications.  Such  eligibilty  decisions  are  within  the  scope  of  the 
federal  law  which  permits  SSA  to  coordinate  with  and  assume  administrative* 
responsibilities  of  the  state  Medicaid  and  welfare  agencies,  42  U.S.C.  §  1334. 
HEW's  regulations  forbid  SSA  to  make  these  decisions  except  on  behalf  of  SSI 
or  State  Supplementation  recipients,  20  C.F.R.  §  416.2112.  These  regulations 
seem  unduly  to  narrow  the  scope  of  eligibility  decisions  which  Congress  intended 
SSA  to  make. 

Recommendations  for  Legislative  Changes 

To  remedy  each  of  the  aforementioned  problems  I  recommend  the  following 
solutions : 

1.  Amend  the  Medicaid  law  to  cover  all  recipients  of  public  assistance  includ- 
ing all  State  Supplementation  payment  recipients. 

2.  Remove  the  300%  ceiling  on  State  Supplementation  payment  income 
eligibility  levels  for  Medicaid  recipients,  at  least  with  respect  to  nursing  home 
patients  in  states  where  nursing  home  costs  exceed  $438  per  month. 

3.  Clarify  the  statute  by  amendment  or  legislative  history  so  that  if  states 
are  permitted  to  limit  Medicaid  eligibility  (§  1902(f)),  they  must  cover  all 
persons  who  are  eligible  for  or  receiving  Medicaid  in  January  1972,  as  required 
by  §  1902(f),  and  cannot  cut  such  persons  off  of  Medicaid. 

4.  Require  SSA  to  change  its  SSI  disapproval  notice  to  suggest  that  disap- 
proved SSI  applicants  in  medically  needy  states  apply  for  Medicaid  at  their 
local  welfare  offices.  Alternatively,  clarify  congressional  intent  that  SSA  should 
make  Medicaid  eligibility  determinations  for  disapproved  SSI  applicants  and 
persons  wlio  became  ineligible  for  SSI  because  of  increased  income  or  resources. 

Thank  you  very  much  for  the  opportunity  to  appear  before  the  committee. 

Senator  Cituech.  I  thank  you  who  have  come  here  in  an  expert 
capacity  within  your  respective  fields.  Your  testimony  will  be  very 
helpful,  particularly  as  we  have  a  chance  to  analyze  it  in  written  form. 

That  is  frequently  the  kind  of  testimony  that  is  most  helpful  to  us 
when  we  look  for  opportunities  to  chano-e  the  law.  I  want  to  thank 
you  very  much  for  coming;  I  appreciate  very  much  your  attention  and 
your  attendance  at  the  hearings. 

That  concludes  the  agenda  for  this  afternoon,  and  wo  will  resume 
tomorrow  morning  at  10  o'clock  here  in  this  same  room. 

[Whereupon,  the  committee  recessed  at  4 :50  p.m.] 
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Appendix  1 

SUPPLEMENTAL  SECURITY  INCOME  AND  RELATED 
MATTERS— TABLES  SUBMITTED  BY  HON.  JAMES  B. 
CARDWELL,  COMMISSIONER,  SOCIAL  SECURITY 
ADMINISTRATION 

OPTIONAL  SUPPLEMENTATION  OF  SSI  AND  RELATED  MATTERS  AS  OF  MAR.  15,  1974 


Mandatory 
supple- 
mentation 


(1) 


Medicaid  eligibility 


Optional 
supple- 
mentation 

(2) 


Determina- 
tions 


(3a) 


Standards 


(3b) 


Alabama S  S  F  SSI 

Alaska S  S  S»  1/72 

Arizona 0  S  0  0 

Arkansas.. F  0  F  SSI 

California F  F  fr  SSI 

Colorado S  S  S  1/72 

Connecticut S  S«  S  1/72 

Delaware... F  QJ  F  SSI 

District  of  Columbia F  F  F  SSI 

Florida F  S  F  SSI 

Georgia F  0  F  SSI 

Hawaii F  F  S  1/72 

Idaho S  S  S  1/72 

Illinois F  S  S  1/72 

Indiana F  C  S  1/72 

Iowa F  F«  F  SSI 

Kansas.. F  0  S  1/72 

Kentucky S  S  F  SSI 

Louisiana F  0  F  SSI 

Maine... F  03  F  SSI 

Maryland F  0»  S  1/72 

Massachusetts F  F  F  SSI 

Michigan F  F  Si  SSI 

Minnesota F  0»  S  1/72 

Mississippi S>  0  S  1/72 

Missouri S  S  S  1/72 

Montana F  0  F  SSI 

Nebraska... S  S  S  1/72 

Nevada F  F  S  SSI 

New  Hampshire S  S  S  1/72 

New  Jersey F  F  F  SSI 

New  Mexico S  0  F  SSI 

Mew  York F  F  F  SSI 

North  Carolina S  S  S  1/72 

North  Dakota S  0  S  1/72 

Ohio F  0  S  1/72 

Oklahoma S  S  S  1/72 

Oregon... S  S  S  SSI 

Pennsylvania F  F  F  SSI 

Rhode  Island F  F  F  SSI 

South  Carolina F  0  F  SSI 

South  Dakota F  0  F  SSI 

Tennessee F  0  F  SSI 

Texas 0  0  F  SSI 

Utah F  0»  S  1/72 

Vermont S'  S'  S  SSI 

Virginia S  0«  S  SSI 

Washington F  F  S  SSI 

West  Virginia S  0  F  SSI 

Wisconsin F  F  F  SSI 

Wyoming F  0  F  SSI 


NOTES 

Total  col.  1:  F-31;  S-18;  0-2. 
Total  col.  2:  F-13;  S-16;  0-22. 
Total  col.  3a:  F-25;  S-25;  0-1. 
Total  col.  3b:  SSI-31;  1/72-19;  0-1. 
Total  col.  4:  22  yes. 
Total  col.  5:  10  yes. 
Total  col.  6:  5  yes. 

1  Federal  administration  being  considered. 

2  Pass-along  provision  pending  in  legislature. 

3  Optional  supplement,  federally  administered,  is  being  considered. 
*  Optional  supplement  for  blind  only. 

'Optional  supplement,  State-administered,  is  being  considered. 
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SSI  PAYMENTS,  NATIONAL  SUMMARY— MARCH  1974 


Category 


Recipients 


Federal 


State 


Total 


Aged 1,894,409  $144,884,140 

Blind - 73,124  7,580,726 

Disabled .- 1, 273,  567  140, 654, 822 

Total 3, 241, 100  293, 119, 688 


$47, 193, 175 

3,  093,  088 

43, 846, 762 


$192,067,315 

10,673,814 

184, 491, 584 


94, 133, 025       387, 232, 713 


SSI  PAYMENTS— TOTAL  ALL  CATEGORIES— APRIL  1974 


Total 

number 
of  payments 


Total 

Federal 

payments 


Total 

State 

payments 


Total 

Federal 

and  State 

payments 


Total  Basic  Total 

SSI  Federal  State 

payment  payment        payments 


United  States.    3,242,766 


Alabama 124,393 

Alaska 2,578 

Arizona. 22,869 

Arkansas 73,109 

California 515,275 

Colorado 35,683 

Connecticut 17,267 

Delaware 5,226 

District  of  Columbia.  14,308 

Florida 104,166 

Georgia 131,716 

Hawaii 6,618 

Idaho 6,423 

Illinois 124,475 

Indiana 29,348 

Iowa. 18,402 

Kansas 17,523 

Kentucky. 75,578 

Louisiana... 130,705 

Maine 19,668 

Maryland 39,374 

Massachusetts. 94,037 

Michigan. 92,634 

Minnesota 31,142 

Mississippi 111,764 

Missouri 95,950 

Montana 6,344 

Nebraska 13,248 

Nevada 3,255 

New  Hampshire 4,031 

New  Jersey. 47,129 

New  Mexico 19,378 

New  York. 284,508 

North  Carolina 97,059 

North  Dakota 5,915 

Ohio 97,684 

Oklahoma 75,846 

Oregon 18,552 

Pennsylvania 98,037 

Rhode  Island 10,761 

South  Carolina 45,443 

South  Dakota 5,951 

Tennessee 93,841 

Texas 211,727 

Utah. 7,655 

Vermont 6,098 

Virginia 37,337 

Washington 46,270 

West  Virginia 27,513 

Wisconsin 36,769 

Wyoming 2,194 


$1,864,096       $244,216    $1,134,454  $367,578,822 

124,392 1  10,344,512 

2,578 266,727 

22,869 2,271,916 

54,457             1,440           17,212  6,420,199 

12,493         136,815         365,967  81,592,932 

35,683 3,036,797 

17,267 1,638,341 

1,696       606     2,924  517,249 

10,332       431     3,545  1,644,407 

91,331     1,188     11,647  11,499,378 

112,802     3,339     15,575  12,429,113 

1,355       423     4,840  935,319 

6,423 545,504 

80,850     4,232     39,393  13,450,914 

23,796     1,497     4,055  2,357,426 

15,525       280     2,597  1,563,409 

15,079      238     2,206  1,526,942 

75,578 7,566,137 

91,135     4,462     35,108  12,741,812 

10,208     2,578     6,882  1,878,658 

34,613       681     4,080  4,522,380 

306     26,520     67,211  12,823,817 

5,581     6,783     80,270  11,310,470 

22,755     1,119     7,268  2,897,127 

111,  763 9,  561,  781 

95,950 7,937,006 

4,912               193            1,229  599,602 

13,248 1,066,356 

306               758            2,191  305,938 

4,031 284,213 

9,763     3,404    33,962  5,553,798 

19,378 1,985,042 

9,901     30,077    244,530  45,607,029 

97,059 9,039,123 

5,915 504,856 

87,870     1,812     8,002  9,936,848 

75,846 6,793,865 

18,552 1,725,450 

6,179     2,021    89,837  10,790,730 

1,257     1,305     8,199  1,108,405 

43,338       286     1,819  4,478,057 

4,702       146     1,103  535,190 

89,436       765     5,640  9,241,104 

211,726 1  16,981,239 

6,541       354       760  781,330 

6,098 533,085 

37,337 3,522,311 

2,712     1,708     41,850  5,595,451 

27,513  ..  • __.  2,940,800 

4,257     8,625     23,887  4,200,948 

1,402       130       662  187,802 


$275, 130, 089  $92, 448,  733 

10,344,456        56 

266,727 

2,271,916 

5,  749,  521     670,  678 
34,  046,  055   47,  546,  877 

3,036,797 

1,638,341  

393,  046     124, 203 

1,537,002     107,405 

10,416,001   1,083,377 

11,315,763   1,113,350 

583,  925     351,  394 

545  504 

11,799!  112  '""i,l5i,"802 

2, 157,  580     199,  846 

1,420,419     142,990 

1,  401,  006    125, 936 

7,566,137 

11,098,665   1,643,147 

1,  392, 174     486,  484 

4,  283,  697     238,  683 

5,  446,  310   7,  377,  507 

7,  972,  397   3,  338,  073 

2,  487,  441  409,  686 
9,  561,  776  5 
7,937,006 

554,  742  44, 860 
1,066,356 

162,  393     143,  545 

284,218 

4,111,419   1,442,379 

1,985,042 

27,874,687  17,732,342 
9,039,123 

504,856 

9,  472,  240     464, 608 

6,793,865 

1,725,450 

9,406,378   1,384,352 

729. 135  379,  270 
4,289,066     188,991 

468,979     66,211 

8,  744, 199     496, 905 
16,981,226        13 

721,665  59,665 
533,085 

3,522,311  

4,421,613   1,173,838 

2,940,800 

1,956,770  2,244,178 
171,719     16,083 


633 


SSI  PAYMENTS— AGED 


April  1974 


Total 

Total 

Total 

Total 

Federal 

number 

Federal 

State 

and  State 

Total  SSI 


Basic 
Federal 


Total 
State 


United  States 1,891,079 

Alabama 100,264 

Alaska 1,080 

Arizona. 12,067 

Arkansas... 56,054 

California 281,000 

Colorado.. _. 21,934 

Connecticut 6,827 

Delaware 2,816 

District  of  Columbia 4,515 

Florida 72,789 

Georgia 86,689 

Hawaii 3,617 

Idaho 3,093 

Illinois 37,204 

Indiana 16,444 

Iowa.. 13,099 

Kansas 9,937 

Kentucky 52,692 

Louisiana 100,479 

Maine.. 11,429 

Maryland 13,285 

Massachusetts 59,981 

Michigan... 39,194 

Minnesota 15,062 

Mississippi 80,652 

Missouri... 69,682 

Montana 2,875 

Nebraska 7,066 

Nevada 2,903 

New  Hampshire 2,555 

New  Jersey 23,843 

New  Mexico 8,597 

New  York 112,968 

North  Carolina 52,735 

North  Dakota 3,771 

Ohio 43,632 

Oklahoma 51,705 

Oregon 7,753 

Pennsylvania 46,398 

Rhode  Island 4,559 

South  Carolina 27,247 

South  Dakota... 3,837 

Tennessee 58,386 

Texas 174,707 

Utah 2,812 

Vermont 3,322 

Virginia 21,442 

Washington 17,024 

WestVirginia 14,478 

Wisconsin 23,356 

Wyoming 1,223 


1,179,107      175,280      536,692    $180,281,484    $132,495,003    $47,786,481 


100,  263 

1 

7,  702,  001 

7,701, 

1,080  . 

85,  335 

85, 

12,067  . 

1,015,644 

1,015, 

40,  231 

1,231 

14,  592 

4,  749,  581 

4,151, 

3,967 

99,915 

177,118 

37,767,684 

12,  597, 

21,934  _ 

1,  550,  393 

1,  550, 

6,827 

482,  560 
234,  882 

482, 

355 

429 

2,022 

159, 

2,953 

165 

1,397 

420,  513 

386, 

63,  085 

716 

8,988 

7,965,718 

7,  002, 

72,241 

2,342 

12, 106 

7,770,431 

6,  821, 

895 

282 

2,440 

440,  126 

260, 

3,093 

219,771 
2,  929,  586 

219, 

28,  349 

1,561 

7,294 

2,  554, 

13,024 

747 

2,673 

1, 175, 107 

1,052, 

11,702 

197 

1,200 

1,018,953 

929, 

8,779 

148 

1,010 

767,  904 

704, 

52,692  . 

4,779,191 

4,779, 

62,  277 

4,139 

34,  063 

9,  369,  709 

7,781, 

5,196 

1,789 

4,444 

897, 105 

618, 

11,235 

310 

1,740 

1, 196,  504 

1,084, 

157 

21,891 

37,933 

6,  967,  591 

2,  369, 

2,972 

3,352 

32,  870 

3,  808,  540 

2,  620, 

11,897 

501 

2,664 

1,153,098 

1,042, 

80,652  . 

6,  222,  835 

6,  222, 

69,682  . 

5,155,693 

5, 155, 

2,311 

88 

476 

202,  952 

184, 

7,066 

460,  593 

460, 

67 

725 

2,111 

272, 949 

138, 

2,555  . 

145,514 

145, 

4.768 

2,134 

16,941 

2,  396, 946 

1,  690, 

8,597  . 

762,  548 

762, 

5,316 

21,772 

85,  880 

14,  404,  388 

7, 489, 

52,735  . 

3,  962,  534 

3, 962, 

3,771  . 

277,  086 

277, 

38, 187 

763 

4,682 

3,516,815 

3, 259, 

51,705  . 

4,159,549 

4,159, 

7,753  . 

536, 121 

536, 

3,964 

771 

41,663 

4,  255,  001 

3, 676, 

413 

874 

3,272 

349, 176 

210, 

25,846 

139 

1,262 

2,420,724 

2,  264, 

3,131 

93 

613 

307,  244 

268, 

54,  044 

296 

4,046 

5, 126,  403 

4,712, 

174,706  . 

1 

13,252,007 

13,251, 

2,489 

84 

239 

240,  698 

218, 

3,322  .. 

227,156 

227, 

21,442  .. 

1,684,255 

1,684, 

1,056 

999 

14,  969 

1,552,977 

1,135, 

14,478  .. 

1,301,166 
2,  532,  789 

1,301, 

1,182 

6,749 

15,425 

1,  049, 

588 

78 

557 

87,  434 

77, 

945 

335 

644 

936 

449 

393 

560 

247 

165 

054 

529 

512 

771 

554 

890 

229 

094 

191 

984 

549 

670 

476 

662 

752 

863 

693 

629 

593 

325 

514 

390 

548 

723 

534 

086 

281 

549 

121 

076 

102 

282 

837 

984 

994 

451 

156 

255 

311 

166  , 

795 

174 


56 


597,  645 
25, 170,  236 


75,635 

34,  349 

963,  664 

948,  902 

179,615 

'"'375^032 

122,217 

89,  724 

63,810 

"i,"587,'725 

278,  556 

111,834 

4,598,115 

1,187,878 

110,346 


18,323 
""i34,'624 
""706,"556 
'6,'9i4,l65 


257,  534 


578,925 
139,074 
156,442 

38,  407 

413,419 

13 

22,  247 


417,666 

""i0,"260 
10,  260 


634 


SSI  PAYMENTS— BLIND 


April  1974 

Total 

number 

Total 
Federal 

Total 

State 

Total 

Federal 
and  State 

Total  SSI 

Basic  Federal 

Total  State 

United  States 

72,678 

39,619 

5,175 

27, 884 

9,  872,  924 

7, 226,  350 

2, 646,  574 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

■Delaware 

District  of  Cclunibia 

Florida 

■Georpia 

.+^aw3ii 

Idaho.. 

Illinois 

1,966 

80 

423 

1,628 

13,  061 

311 

205 

303 

186 

2,210 

3,085 

100 

90 

1,643 

1,151 

934 

351 

1,982 

2,049 

273 

431 

2,831 

1,629 

769 

2,003 

2,771 

157 

230 

104 

179 

849 

394 

3,921 

4,112 

50 

2,292 

1,048 

598 

5,613 

158 

1,952 

95 

1,591 

3,581 

151 

70 

1,277 

425 

543 

797 

26 

1,966  .. 
80  .. 
423  .. 
1,238 
414 
311  - 
205  -- 
36 
133 
1.924 
2.708 
23 

90  .. 
1,017 
851 
92 
771 
1,982  -. 
1,854 
173 
304 
45 
56 
449 
2,003  .. 
2,771  .. 
101 
230  - 

5 
179  .. 
202 
394  .. 
124 
4,112  .. 
50  .. 
1,960 
1,048  .. 
598  .. 
101 
9 
1,720 
62 
1,506 
3,581  .. 
105 
70  .. 
1,277  .. 
34 

543  . 
169 
20 

219,671 

9,951 

48,  779 

188,944 

2,  544,  088 

30,  353 

21,725 

36,  086 

22,  03G 

264,  230 

357,  583 

16,371 

9,293 

205,  650 

124,501 

103,  842 

39,811 

271,760 

253,710 

32,278 

54,617 

454,685 

222,  266 

93,  296 

238,915 

252,271 

16,601 

24,715 

15,  484 

15,158 

107,  252 

44, 198 

662, 169 

461,644 

5,899 

260,  069 

126, 161 

60,978 

674,  261 

19,  896 

226,075 

12,107 

198,  663 

410,890 

17,363 

7,074 

146,005 

56,234 

69, 060 

115,121 

3,162 

219,671  . 
9,951  . 
48,  779  . 
171,218 
996,277 
30,353  . 
21,725  . 
22,  245 
20,  489 
249,  339 
339, 826 
11,451 
9,  293  . 
172,  208 
108, 958 
87,  897 
35,391 
271,760  . 
245,  593 
26,  003 
49,113 
171,726 
167,843 
77,745 
238,915  . 
252,271  . 
14,318 
24,715  . 
7,086 
15,158  . 
80,  334 
44, 198  . 
414,083 
461,644  . 

5,899 

247,  363 

126, 161  . 

60,  978  . 

475,  036 

13,443 

212,938 

9,865 

195,033 

410,890 

14,943 

7,074 

146,005 

44, 499 

69,060 

67,038 

2,571 

2,737 

376" 
9,910 

17,726 
1,547,811 

46" 

5 

30 

56 

3 

63" 

75 
30 
10 

27" 

16 

8 

S04 

94 

45 

m' 

48 
256 
321 

74 

563" 

225 

812 

70 

168" 
84 

119 
1,882 
1,479 

275 

i3,"842 

1,548 

14,  891 

17,757 

4,921 

33, 442 

Sndiana 

15,  543 

Iowa       .        . 

15,945 

Kansas 

Kentucky 

louislana 

Maine  

4,420 

srin 

6,275 

Maryland 

Massachusetts 

Michigan 

Minnesota 

5,504 

282,  959 

54, 423 

15,551 

Mississippi 

Missouri 

Montana , 

Nebraska 

Wevada 

tiev/  Hampshire     . 

8 

27" 

57" 

"'""285" 

48 

72" 

590" 

"""3,"5i2' 

2,283 

8,398 

New  Jersey         

26, 918 

Mew  Mexico 

Mew  York 

248, 086 

IMnrth  n;ikn^a 

53" 

""""448" 

17 

17 

2 

18 

if 

52" 

3 

279* 

"""5,"664' 

132 

215 

31 

67 

35" 

377' 

576' 

3 

Ohio.... 

Oklahoma 

Oregon... 

Pennsylvania... 

12, 706 

199, 225 

Rhode  Island 

South  Carolina  . 

6,453 
13,137 

South  Dakota . 

2,242 

Tennessee 

3,630 

Texas.. 

(Utah 

Vermont                  

2,420 

Virginia 

Washington 

11,735 

Wisconsin          

48,083 

Wyoming 

591 

635 


SSI  PAYMENTS— DISABLED 


April  197- 


Total 

Federal 

Total 

Total 

Total 

and 

number 

Federal 

State 

State 

Total  SSI     Basic  Federal       Total  State 


United  States 1,279,009 

Alabama. 22,163 

Alaska 1,    18 

Arizona 10,379 

Arkansas 15,   27 

California 221,21 

Colorado 13,   38 

Connecticut 10,235 

Delaware 2,107 

District  of  Columbia 9,607 

Florida 29,167 

Georgia 41,942 

Hawaii— ---. 2,901 

Idaho 3,240 

Illinois 85,628 

Indiana 11,753 

Iowa 4,369 

Kansas 7,235 

Kentucky 20,904 

Louisiana 28,177 

Maine 7,966 

Maryland 25,658 

Massachusetts 31,225 

Michigan 51,811 

Minnesota 15,311 

Mississippi 29,109 

Missouri 23,497 

Montana 3,302 

Nebraska 5,952 

Nevada 348 

New  Hampshire 1,297 

New  Jersey    22,437 

New  Mexico 10,387 

New  York 167,619 

North  Carolina... 40,212 

North  Dakota 2,904 

Ohio 51,760 

Oklahoma 23,093 

Oregon. 10,201 

Pennsylvania 46,026 

Rhode  Island 6,044 

South  Carolina 16,244 

South  Dakota.. 2,019 

Tennessee 33,864 

Texas 33,439 

Utah 4,692 

Vermont 2,706 

Virginia.. 14,618 

Washington. 28,821 

West  Virginia.. 12,^92 

Wisconsin 12,615 

Wyoming 945 
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Appendix  2 

STATEMENTS  FROM  INDIVIDUALS  AND 
ORGANIZATIONS 

ITE3I  1.  STATEMENT  OF  CHAUNCEY  A.  ALEXANDER,  ACSW,  EXECU- 
TIVE DIRECTOR,  NATIONAL  ASSOCIATION  OF  SOCIAL  WORKERS 

This  statement  is  being  submitted  on  behalf  of  the  National  Association  of 
Social  Workers,  the  largest  organization  of  professional  Social  Workers  in  the 
world.  We  represent  60,000  members  in  154  chapters  located  in  all  fifty  states, 
the  District  of  Columbia,  Puerto  Rico,  the  Virgin  Islands  and  Europe.  We  appre- 
ciate the  opportunity  to  present  our  views  on  the  Supplemental  Security  Income 
Program. 

XASW  members  are  employed  and  active  in  public  welfare  programs  across  the 
country.  Our  members  are  engaged  in  every  aspect  of  social  service  delivery  and 
Iiold  positions  at  all  levels  of  planning,  administration  and  delivery  of  service. 
We  are  particularly  concerned  with  problems  of  the  elderly.  Our  Task  Force  on 
Social  AVork  Services  to  the  Aging,  composed  of  authoruies  in  the  field,  has 
provided  a  focal  point  for  membership  interest  and  activity.  In  addition  we  are 
currently  conducting  a  national  training  program  for  social  service  designees 
and  consultants  working  in  long-term  care  facilities.  Our  involvement  and  famil- 
iarity with  geriatric  problems,  especially  with  the  provision  of  assistance  to  the 
aged,  has  led  us  to  follow  the  SSI  program  with  considerable  interest.  Members 
from  many  of  our  chapters  who  are  directly  engaged  in  providing  l)oth  financial 
and  social  .service  assistance  to  these  needy  persons  have  brought  to  our  atten- 
tion their  concerns  regarding  the  operations  of  the  SSI  program.  We  would  like 
to  comment  on  some  of  the  major  problems  which  we  have  noted  during  the  pro- 
gram's short  existence. 

SSI  and  Welfare  Reform 

The  introduction  of  the  Supplemental  Security  Income  Program,  1/1/74, 
marked  a  major  shift  in  welfare  policy  and  administration  for  low-income  aged, 
I>lind,  and  disabled  persons.  The  progi-am  was  clearly  intended  as  an  attempted 
reform  of  the  existing  state  welfare  programs  for  the  above-mentioned  groups. 
Under  SSI,  the  variety  of  existing  state  eligibility  requirements  and  levels  of 
income  support  were  replaced  with  uniform  eligibility  rules  and  a  federally- 
determined  income  floor.  It  was  hoped  that  uniform  eligibility  standards  and 
federal  administration  would  result  in  more  equitable,  economical  and  efficient 
administration  of  assistance  to  needy  aged  persons. 

The  introduction  of  SSI  increased  benefit  levels  for  a  substantial  number  of 
persons  in  many  states  which  had  previously  paid  less  than  the  new  federally- 
detennined  amount.  Also,  through  the  program's  more  liberal  eligibility  rules, 
the  potential  scope  of  assistance  was  extended  to  many  persons  who  had  previ- 
ously been  ineligible.  In  these  respects,  SSI  represents  a  positive  step  toward 
providing  greater  financial  .security  for  our  needy  aged. 

However,  despite  the  spirit  and  intended  effect  of  the  legislation,  we  find  that 
the  program  to  date  has  fallen  short  of  its  o1)jectives.  Many  problems  have 
emerged  in  its  operation  which  run  counter  to  the  goals  of  simplifying  welfare 
administration,  guaranteeing  recipients  an  adequate  standard  of  living,  and 
extending  aid  to  many  additioual  low-income  persons.  Some  of  these  difficulties 
may  be  of  a  temporary  nature — such  as  delays  in  processing  applications  and 
verification  of  an  applicant's  disal)ility — and  may  respond  to  closer  administrative 
attention,  more  adequate  staffing,  staff  training  and  supervision.  Others,  such 
as  gaps  in  service  delivei-y,  appear  to  be  the  part  of  a  general  pattern  of  problems 
wliich  have  emerged  during  the  course  of  the  program's  initial  six  months  of 
operation  and  which  demand  serious  reappraisal. 

(638) 
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Simplifying  Welfare  Administration 

Many  of  the  gains  in  administrative  eflScieney  which  SSI  sought,  have  been 
offset  by  states'  exercise  of  their  option  to  administer  supplemental  benetits  and 
eligibility  procedures  themselves.  Where  states  have  opted  to  administer  supple- 
mental benefits,  overlap  and  division  of  responsibilities  have  frequently  resulted. 
In  practice  this  has  often  led  to  gaps  in  the  provision  of  assistance  to  jipplicants. 

States  wiiich  have  elected  to  administer  their  own  supplementation  program 
are  not  bound  liy  federal  requirements  with  respect  to  eligibility  conditions, 
income  exclusions  and  so  on.  As  a  consequence,  applicants  must  go  to  separate 
offices  and  undergo  two  application  processes  with  different  eligibility  rules  in 
order  to  secure  assistance.  Many  eligible  individuals  are  unaware  of  their  opti(m 
to  apply  for  supplemental  benefits.  Others  must  subject  themselves  to  the  dual 
application  process  in  order  to  learn  if  they  are  eligil)le  for  additional  aid.  More 
is  needed  beyond  the  present  financial  incentives  if  states  are  to  relinquish 
administration  of  tlie  supplemental  benefits  programs  to  the  Social  Security 
xVdministration. 

Verification  procedures  used  to  determine  applicant  eligibility  are  much  the 
same  as  under  the  old  state  programs.  The  only  real  difference  is  that  SSA 
personnel  now  process  these.  The  time  involved  has  resulted  in  long  delays  for 
many  SSI  applicants  with  no  recourse  to  other  assistance.  The  lack  of  emergency 
assistance  procedures,  in  the  case  of  lost,  stolen  or  undelivered  checks  lias,  in 
particular,  caused  undue  hardship  for  clients. 

Levels  of  Support 

According  to  a  survey  conducted  by  tlie  Congressional  Subcommittee  on  Fiscal 
Policy  (Studies  in  Public  Welfare,  Paper  No.  10,  "The  New  Supplemental  Security 
Income  Program — Impact  on  Current  Benetits  and  Unresolved  Issues."  October  7, 
197;:!)  it  was  estimated  that  SSI  would  increase  cash  l)enefits  levels  in  areas 
covering  about  one-tliird  of  current  recipients  of  old-age  assistance.  Consecpiently, 
the  introduction  of  SSI  would  raise  the  incomes  of  the  poorest  recipients  of 
OAA  under  tlie  old  state  welfare  programs.  However,  due  to  the  states'  ojition 
of  whether  or  not  to  supplement  new  apiilicants'  benefits,  in  those  states  where 
the  payment  standards  were  higher  liefore  tlie  introduction  of  SSI.  many  new 
applicants  stand  to  lose.  The  federally  guaranteed  payment  standard  does  not 
lift  recipients  to  or  above  the  low-income  level  established  by  the  Social  Security 
Administration.  NASW  believes  it  is  imperative  that  these  persons  be  assured 
of  income  suflicient  to  meet  their  needs  and  lift  them  from  poverty.  IJenefits 
for  recipients  under  SSI  must   be  increased  accordingly. 

Aside  from  the  question  of  difference  between  tlie  SSA-defined  low-income 
level  and  the  amount  of  guarantee,  other  matters  must  be  addre.ssed.  Inflation, 
for  example,  hits  hardest  tho.se  living  on  fixed  incomes.  SSI  recipients  in  par- 
ticular cannot  make  ends  meet  without  apprnjiriate  adjustments  to  insure  that 
inflation  does  not  erode  their  purchasing  power.  It  also  makes  little  .sense,  con- 
sidering that  an  estimated  70%  of  all  SSI  recipients  also  receive  Social  Security 
checki<.  to  reduce  their  SSI  payments  in  direct  proportion  to  increases  in  Social 
Security  l>enefits  pver  $20.00  a  month.  If  we  intend  this  vulnerable  group  to  have 
a  more  adequate  standard  of  living,  they  should  certainly  be  permitted  to  retain 
any  benefits  which  accrue  from  increases  in  Social  Security. 

Extending  Assistance  to  Low-Income  Persons 

One  of  the  intended  objectives  of  the  SSI  program  was  to  reach  millions  of 
needy  low-income  persons  who  were  not  being  served  by  the  old  state  programs. 
We  believe  much  more  must  be  done  to  reach  these  individuals. 

At  his  testimony  before  the  Special  Committee  on  Aging.  James  B.  Cardwell, 
Connnissioner  of  the  Social  Security  .\dministration.  stated  that  as  of  .Tuly  1. 
1074,  .3.6  million  elderly  persons  out  of  a  potentially  eligible  seven  million  were 
receiving  SSI  checks.  His  estimates  indicated  that  by  .Inly  1.  197.'5  nearly  five 
million  elderly  citizens  are  expected  to  lie  on  the  SSI  roles.  XASW  urges  SSA  to 
speed  up  its  efforts  to  recruit  and  process  these  individuals. 

We  were  particularly  perplexed  by  :Mr.  Cardwell's  comment  that  one  million 
people  thought  to  be  eligible  will  probably  never  participate  in  SSI  despite  efforts 
to  enroll  them.  We  urge  that  this  Committee  not  permit  so  many  indigent  older 
and  disabled  Americans  to  be  written  off  as  unreachable.  Lack  of  information 
about  SSI.  fear,  emotional  problems,  language  and  cultural  barriers,  transiency, 
and  the  like  should  not  stand  between  the  doors  of  SSA  offices  and  individuals 
in  need.  If  special  outreach  efforts  or  demonstration  projects  are  required,  the 
necessary  staff,  technical  assistance  and  other  resources  must  be  made  available. 
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Beyond  outreach  efforts  such  as  the  SSI-Alert,  which  are  in  progress,  other 
problem  areas  must  be  addressed  if  needy  individuals  are  to  be  aided.  Of  primary 
concern  are  the  present  income  and  resource  tests  which  constitute  major  bar- 
riers to  eligibility.  As  previously  noted,  eligibility  rules  under  the  SSI  program 
were  to  be  more  liberal  than  those  which  were  in  use  in  many  states.  The  in- 
tended effect  was  to  enlarge  the  universe  of  eligible  persons.  Yet  certain  elements 
in  the  design  and  administration  of  the  program  have  thwarted  this  objective. 
For  example,  the  number  of  items  that  must  be  included  in  determining  an  appli- 
cant's unearned  income  render  this  task  so  difficult  that  rules  are  often  not 
applied  uniformly. 

Frequently  people  in  similar  circumstances  have  had  different  decisions  made 
about  their  applications.  For  instance,  individuals  receiving  free  shelter  must 
have  the  rental  value  imputed  as  unearned  income.  In  one  case  this  caused  an 
individual  to  be  denied  eligibility.  While  in  another  case,  tuider  almost  identical 
circumstances,  the  individual  was  determined  eligible,  although  reduction  of  the 
rental  value  of  the  free  shelter  reduced  his  SSI  grant  substantially. 

In  other  instances,  inequities  have  stemmed  from  decisions  regarding  the 
value  of  certain  resources.  In  particular,  home  valuations  have  varied  consider- 
ably between  rural  and  urban  areas.  We  have  received  many  reports,  from  rural 
areas  throughout  the  country,  of  needy  individuals  who  have  been  denied  eligi- 
bility as  a  conseqaence  of  present  treatment  of  resources  under  SSI. 

Pending  Legislation 

Many  of  the  issues  associated  with  the  new  program  have  already  received 
attention  and  legislation  has  been  proposed  to  correct  them.  The  areas  in  need 
of  rectification,  concern  primarily  some  of  the  glaring  administrative  snarls 
which  in  many  cases  have  caused  undue  hardships  for  SSI  applicants  and  recip- 
ients. Certain  of  these  legislative  proposals  are  addressed  to  the  adequacy  of  the 
benefits  available  under  the  SSI  program ;  others  to  some  of  the  resource  tost 
regulations.  Among  the  various  substantive  proposals  to  amend  SSI  in  response 
to  problems  such  as  those  we  have  discussed,  NASW  endorses  the  following 
measures : 

1.  Provision  for  emergency  assistance  grants  to  SSI  recipients  in  the  case 
of  lost,  stolen,  or  undelivered  checks  ; 

2.  Reimbursement  to  states  for  home-relief  payments  to  disabled  appli- 
cants prior  to  formal  determination  of  their  eligibility ; 

3.  Requirement  that  applications  for  SSI  benefits  be  acted  upon  within 
30  days  in  the  case  of  aged  and  blind  individuals,  and  within  60  days  in  the 
case  of  disabled  individuals  ; 

4.  Provision  for  direct  payments  to  drug  addicts  and  alcoholics  in  certain 
cases,  (i.e.,  when  the  chief  medical  officer  of  the  institution  where  such  an 
individual  is  imdergoing  treatment  certifies  that  payment  of  such  benefits 
directly  to  an  individual  or  spouse  would  be  of  significant  therapeutic  value 
and  there  is  substantial  reason  to  believe  that  he  would  not  misuse  the 
funds) ; 

5.  Authorization  for  cost  of  living  increases  in  SSI  benefits  parallel  to  cost 
of  living  increase  provisions  of  Social  Security  ; 

6.  Prohibiting  reductions  in  SSI  benefits  because  of  Social  Security  in- 
creases ; 

7.  Liberalizing  the  existing  resource  test  regulations  ;  in  particular,  taking* 
into  account  regional  variations  in  determining  home  value. 

We  believe  these  proposed  amendments  address  many  of  the  key  shortcomings- 
in  the  SSI  program.  They  would  help  eliminate  some  of  the  administrative  prob- 
lems that  have  caused  hardship  for  many  SSI  recipients,  they  would  help  to  pro- 
vide a  more  adequate  level  of  support  and,  by  liberalizing  the  resource  test,  would 
help  to  insure  that  many  more  low-income  persons  are  reached. 

SSI  and  Social  Service  Needs 

Unfortunately,  even  with  the  above-mentioned  amendments,  the  program,  con- 
trary to  the  intent  of  Congress,  would  still  not  fully  reach  nor  effectively  serve  the 
targeted  population.  In  particular,  the  social  service  needs  of  this  group  must 
be  dealt  with  if  they  are  to  be  helped  efficiently  and  adequately. 

The  SSI  program  was  aimed  at  establishing  a  uniform  income  floor  without 
regard  to  the  special  needs  or  circumstances  of  the  target  population.  There 
is  probably  no  real  question  that,  consistent  with  the  spirit  of  the  legislation, 
this  type  of  uniformity  was  essential  if  welfare  policy  and  administration  were 
to  be  simplified.  However,  cash  alone  cannot  deal  effectively  with  many  of 
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the  individual  needs  of  the  population  in  question.  As  the  National  Council 

on  Aging  perceptively  observed  a  few  years  ago  : 

It  is  important  to  recognize  that  the  elimination  of  poverty  and  its 
consequence  cannot  be  achieved  by  money  alone.  If  the  income  of  all  the 
elderly  poor  were  immediately  raised  above  the  poverty  level,  many  would 
soon  be  obliged  to  live  in  poor  housing,  exist  in  poor  health  without 
medical  services,  make  do  with  poor  transportation  facilities  or  none  at 
all,  and  have  little  social  contact  with  family  and  friends. 

It  has  been  suggested  that  if  income  were  increased  sufficiently  other 
programs  would  not  be  needed.  This  is  not  the  case.  The  national  lack  of 
services  and  facilities  in  such  areas  as  housing,  health  and  transportation 
can  be  met  only  through  government  stimulation,  support  and  standard- 
setting.  To  expect  that  the  elderly  poor  will  soon  be  able  to  supply  all 
their  needs,  even  if  their  income  is  raised,  is  comparable  to  asking  indi- 
vidual families  to  pay  for  the  cost  of  education  of  their  children  out  of 
their  own  current  incomes.  [Project  Find,  National  Council  on  Aging,  1970, 

Without  the  provision  of  supportive  services,  serious  questions  arise  as  to 
the  adequacy  and  the  wisdom  of  the  new  program.  When  important  service  need 
go  unmet;  services  which  help  beneficiaries  "attain  or  retain  capability  for 
self-support  or  self  care,"  recipients  are  negatively  affected. 

In  our  view,  the  lack  of  a  coordinated  system  of  cash  aid  and  services 
contributes  to  the  difficulties  experienced  by  the  needy  aged  and  disabled. 
While  recognizing  the  strong  case  for  separating  financial  assistance  and 
social  services,  we  note  that  numerous  problems  and  diminished  efficiency  stem 
directly  from  the  separate  administration  of  cash  and  services.  SSA  personnel 
carry  responsibility  for  cash  assistance  while  state  welfare  agencies  con- 
tinue to  be  responsible  for  meeting  the  social  service  needs  of  the  eligible 
population.  Often  clients  are  not  informed  of  or  referred  to  the  appropriate 
agency.  Consequently  the  service  needs  of  many  SSI  recipients  are  unmet  or 
unnecessarily  delayed.  The  lack  of  appropriate  structures  such  as  information/ 
referral,  access  to  transportation,  and  so  on,  to  insure  social  service  linkages 
for  clients  is  a  critical  problem. 

The  difficulty  goes  beyond  this.  As  this  Committee  is  aware.  Titles  I,  X,  XIV, 
and  XVI  were  repealed  by  P.L.  92-603  and  replaced  by  Title  VI.  States  are  au- 
thorized but  not  required  to  provide  services  to  recipients.  However,  in  view 
of  the  current  ceiling  on  expenditures,  curtailment  of  services  remains  a  dan- 
ger— one  which  would  further  exacerbate  existing  problems.  Any  expansion 
of  services  in  the  foreseeable  future  appears  even  more  unlikely. 

Another  concern  is  the  relative  absence  of  services  in  many  rural  com- 
munities of  low  population  density.  In  such  areas  it  is  often  very  easy  to 
justify  on  grounds  of  economy  or  administrative  efficiency  the  elimination 
or  centralization  of  service  operations.  Yet  there  are  the  very  areas  where 
services  of  all  types  are  already  sparse  and  where  the  county  welfare  office 
sometimes  represents  virtually  the  only  place  where  people  can  go  for  any 
type  of  help. 

The  problem  of  providing  for  the  service  needs  of  this  population  goes  beyond 
a  mere  lack  of  a  good  information/referral  sy.stem.  The  increase  in  demand  for 
services,  due  to  an  enlarged  recipient  population,  coupled  wtih  limitations  on 
state  social  service  funds,  is  a  fundamental  difficulty.  This  problem  was  identified 
in  Studies  in  Public  Welfare  (Paper  #10),  which  was  prepared  for  the  Subcom- 
mittee on  Fiscal  Policy  of  the  Joint  Economic  Committee  : 

".  .  .  service  funds  are  limited  by  the  State's  allocation  under  the  con- 
gressionally  authorized  ceiling  and  by  Federal  regulations,  and  services  to 
adults  will  have  to  compete  for  funds  with  services  to  AFDC  families.  The 
anticipated  increase  in  the  number  of  individuals  eligible  for  SSI  will  in- 
crease service  needs  and  costs  beyond  the  bounds  of  current  funding  and 
planning  of  service  programs." 
Although  state  social  service  departments  are  responsible  for  providing  services 
to  SSI  recipients,  without  training  and  adequately  staffed  SSA  offices,  the  neces- 
sary linkages  to  ensure  service  provision  and  continuity  are  lacking.  And  as  long 
as  states  continue  to  have  responsibility  for  social  services,  restricted  federal 
dollar  support  will  limit  their  capacity  to  maintain  an  adequate  program  much 
less  expand  service  operations  to  help  meet  the  needs  of  millions  of  our  senior 
citizens. 
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SSI  represents  an  attempt  to  deal  with  the  general  issue  of  welfare  reform 
and  to  insure  our  Nation's  needy  aged  and  disabled  citizens  a  more  appropriate 
standard  of  living.  Insofar  as  the  introduction  of  SSI  has  simplified  welfare 
administration,  raised  payment  standards,  and  extended  the  availaltility  of 
assistance,  it  is  a  step  in  the  right  direction.  Yet  tlie  introduction  of  SSI  leaves 
unsolved  many  problems  associated  with  administering  welfare  programs  and 
reshaping  welfare  policy. 

We  appreciate  that  a  primary  thrust  of  SSI  has  been  the  elimination  of  the 
excessive  individualization  that  occurred  under  the  former  multi-state  plan 
system.  However,  a  national  program  concerned  only  with  providing  basic  living 
expense?"  will  not  meet  the  special  service  needs  of  tlie  aged  and  disabled.  Where 
an  elderly  person  is  in  need  of  an  essential  service,  be  it  transportation  to  a 
service  agency  or  a  homemaker,  tliat  need  must  not  go  unmet.  Failure  to  dis- 
seminate essential  information  to  clients,  unavailability  of  services  in  rural 
areas,  and  other  gaps  in  continuity  of  service  can  defeat  the  promise  of  the 
SSI  program.  Measures  must  be  taken  to  ensure  that  social  service  needs  are 
provided  for  an  integral  component  of  a  comprehensive  and  responsive  program 
of  assistance  to  the  elderly  and  disabled. 

We  have  addressed  ourselves  to  some  of  the  major  problems  that  have  emerged 
in  the  SSI  program  to  date.  In  summary,  we  urge  tliat  in  addition  to  the  pending 
legislative  proposals  discussed  earlier,  steps  be  taken  to  reevaluate  incentives 
offered  to  the  states  to  let  SSA  administer  tlieir  sujjplemental  programs,  that 
adetiuate  funding  be  provided  for  expansion  of  social  services  and  that  linkages 
be  forged  between  federally  administered  cash  assistance  and  state-run  social 
services  programs.  Thank  you  for  affording  us  the  opportunity  to  present  our 
view  on  this  critical  subject. 

ITEM  2.  STATEMENT  OF  BERNARD  WARACH,  EXECUTIVE  DIRECTOR 
OF  JEWISH  ASSOCIATION  FOR  SERVICES  FOR  THE  AGED— AN 
AFFILIATE  OF  THE  FEDERATION  OF  JEWISH  PHILANTHROPIES  OF 
NEW  YORK 

My  name  is  Bernard  Warach,  Executive  Director  of  the  Jewisli  Association 
for  Services  for  tlie  Aged  (JASA"),  a  member  agency  of  Federation  of  Jewish 
Philanthi'opies  of  New  York.  JASA  was  estaldished  six  years  ago  to  develop 
services  and  housing  which  would  assist  tlie  elderly  to  remain  in  the  community. 
To  this  end  .TASA  has  been  able  to  expand  its  multi-service  programs  with  the 
help  of  grants  from  private  foundations  and  of  contracts  with  the  Federal,  State 
and  City  governments,  under  Title  III  of  the  Older  American  Act.  and  Title  VI, 
A'll  and  XA''!  of  the  Social  Security  Act. 

In  recent  months  JASA  has  had  an  open  active  individual  case  load  in  New 
York  (Mty  and  Nassau  Tounty  averagiiiff  .",000  cases  (individuals  and  fnmilies 
over  0.~>  years  of  age)  per  month.  In  addition,  JASA  serves  over  7,000  lunches  per 
month  at  its  Senior  Citizen  centers.  It  also  houses  elderly  people  in  specially 
coustructed  low  rental  apartments — about  700  units  in  all — with  .lOO  or  more  un- 
der construction.  JASA  has  actively  participated  in  the  SSI  Alert  funded  by  the 
New  York  City  Office  for  the  Aging  and  coordinated  by  the  Community  Council 
of  Greater  New  York.  JASA.  therefore,  has  a  deep  interest  and  investment  in  the 
welfare  of  elderly  people :  the  needy,  dependent  and  impaired,  as  well  as  the 
hpnlthy  and  self-sufficient.  We  want  them  to  remain  independent  and  self-sus- 
taining as  long  as  possible,  despite  inflation,  ill  health,  loss  of  relatives  and 
friends,  difficulty  of  access  to  medical  and  home  care,  high  rents,  and  vulner- 
ability to  criminal  assault. 

JASA  shared  with  lawmakers  and  administrators,  as  well  as  colleagues  the 
hoi)e  that  the  Supplementary  Security  Income  program  would  alleviate  some  of 
the  serious  problems  faciiig  older  adults.  Despite  valiant  efforts  on  the  part  of 
many  individuals,  offices  and  agencies,  serious  problems  still  remain  almost  six 
mouths  after  the  inception  of  the  proffram.  Our  staff  has  constantly  been  re- 
quired to  intervene  on  behalf  of  potential  reciuients  and.  regrettably,  the  initial 
chaotic  situation,  though  soniewh.at  less  confused,  has  become  in  some  areas 
chronip.  Api^licants  who  applied  in  November  and  December  have  still  had  uo 
word  from  SSI  as  to  their  eligibility.  Others  had  an  emergency  grant  of  .$100 
once  and  then  nothinir  more.  Others  must  call  several  times  at  the  SSA  office 
for  their  chocks  each   month   instead   of  getting  them    regularlv   bv   mail     The 
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amount  varies  monthly  and  inexplicably,  as  well  as  the  date  the  check  is  ready 

for  pickup.  ,  , ,  , ,  „ 

These  technical  problems  are  multiplied  by  the  human  problems.  Many  ol 
our  clients  are  home-bound.  They  cannot  visit  SSA  offices,  or  if  they  can,  they 
cannot  wait,  nor  come  back  repeatedly,  nor  find  innumerable  documents^  as  re- 
quired They  are  often  friendless  and  wdthout  families;  they  live  m  neighbor- 
hoods "where  the  neighbors  cannot  be  found,  or  perhaps  trusted,  to  help  and 
represent  them.  SSI  is  still  not  geared  to  doing  the  home  visiting  for  the  face-to- 
face  contact  required,  so  this  group  is  being  left  to  the  last.  ,         ^       -, 

In  addition  manv  of  the  most  needy  are  malnourished  and  contused,  caught 
in  the  vicious  cvcle  of  poor  nutrition  and  ill  health.  Their  problems  are  aggravated 
by  their  inabilitv  to  prove  their  eligibility,  even  with  the  help  of  our  trained  staff- 
What  must  be  the  fate  of  those  who  are  not  fortunate  enough  to  be  known  to  a 
responsive  social  agency  which  knows  their  entitlements  and  can  serve  as  ad- 
vocates for  them  I  ^.    ^.  -, 

We  believe  that  basicallv  SSI  has  the  potential  to  be  an  effective  and  necessary 
income  maintenance  program.  In  many  ways  the  Social  Security  administration 
staff  has  made  valiant  efforts  to  make  it  operate  in  a  humane  organized  and 
dignified  manner.  But  there  are  basic  problems  in  the  provisions  of  SSI  legisla- 
tion and  its  administration  which  frustrate  our  common  goals  to  ameliorate 
theper.sonal.social,  economic  and  medical  problems  of  aging. 

The  conditions  which  JASA  sees  as  the  most  serious  and  fundamental  relate 

(1)  The  inadequacy  of  the  basic  SSI  benefit  amount ; 

(2)  The  lack  of  Social  Security  increase  disregards  ; 

(3)  The  loss  of  food  stamp  purchasing  power  : 

(4)  The  lack  of  SSI  increase '"pass-throughs"  ; 

(5)  The  lack  of  provision  for  meeting  special  needs  for  high  rents  and 
other  regionally  determined  costs  ; 

(6)  The  inflexibility  of  flat  grants  for  people  with  unusual  living  costs 
for  special  diets,  restaurant  meabs,  etc. 

These  problems  which  rehite  to  the  level  of  the  SSI  financial  assLStance  are 
complicated  bv  these  additional  administrative  problems  : 

(1)  Delayed  entry  into  the  SSI  system,  especially  for  the  home-bound, 
who  make  up  the  highest  ])roporti(m  of  JASA's  clients  : 

(2)  Non-receipt  of  checks  by  persons  accepted  for  SSI ; 

(3 )  Receipt  of  checks  in  incorrect  amounts  : 

(4)  Lack  of  emergency  funds  to  tide  people  over  the  situations  created 
by  the  first  three  problems  : 

(5)  Inadequate  and  poorly  administered  linkages  to  social  services  pro- 
vided under  state  and  city  auspices. 

The  pi^nilation  which  JASA  serves  also  suffers  deeply  because  of  SSI  problems 
associated  with  temporarv  or  permanent  institutionalization  in  domiciliary  care 
facilities,  health-related  facilities  and  nursing  homes.  New  SSI  recipients  are 
now  barred  from  admissicm  into  quality,  voluntary,  non-profit  domiciliary  in- 
stitutions liecause  the  SSI  allotments  are  insufficient  to  pay  the  cost  of  care. 
These  individuals  are  being  forced  into  inappropriate  profit-making  domiciliary 
facilities  of  inferior  quality  and  service. 

In  addiriiin.  since  the  inception  of  SSI.  few  institutionalized  SSI  eligible 
residents  have  received  the  spending  money  of  $20  or  $25  a  month  to  which  they 
were  entitled  in  the  past.  This  allowance  was  needed  for  such  necessities  as  small 
items  of  clothing,  personal  incidentals,  toilet  articles  and  cigarettes. 

In  recapitulate.  JASA's  clients  are  facing  serious  problems  because  of: 

(1 )  The  inadequate  level  of  payments  ; 

(2)  The  continuing  chaos  of  administration  ; 

(3)  The  lack  of  provision  for  redress  in  emergencies  and  for  special  needs ; 

(4)  The  special  problems  of  those  who  must  be  institutionalized  for  a  short 
or  long  period  of  time. 

We  would  like  to  cite  a  few  examples  from  our  case  loads  : 

\  70  year  old  widower,  resident  for  twenty  years  in  a  run-down  hotel  m 
the  Lower  East  Side  of  Manhattan,  was  "grandfathered"  in  to  SSI  with  a 
monthly  grant  of  $284.  He  has  had  five  operations  for  cancer  of  the  skin, 
and  suffers  also  from  arteriosclerosis,  diabetes,  arthritis  and  a  heart  condi- 
tion. He  lost  one  son  in  Korea ;  the  other  became  drug-addicted  in  Vietnam 
and  has  disappeared.  His  hotel  room  rent  has  risen  to  $53  a  week.  He  must 
have  a  private  accessible  bathroom  because  of  his  medical  problems.  He  is 
unable  to  prepare  his  oR-n  meals.  He  also  needs  a  special  diet  for  his  diabetes. 
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He  has  to  travel  frequently  to  a  variety  of  clinics  for  treatment.  The  net 
of  $54  a  month  provides  him  with  a  daily  diet  of  Sanka  and  dry  cereal  for 
breakfast  and  a  grilled  cheese  sandwich  for  lunch  and  again  for  supper. 
The  papers  of  a  widow  who  is  a  double  amputee  were  lost  in  a  bureau- 
cratic tangle  for  months  so  that  she  lost  her  housekeeper  service — her  very 
life  line  in  fact,  until  JASA  interceded. 

Homebound  clients  of  JASA's  who  applied  last  November  for  SSI  have  still 
not  been  seen  by  SSA  interviewers  so  that  their  applications  for  assistance 
could  be  processed.  Some  of  these  have  been  threatened  with  eviction,  and 
only  through  our  efforts  and  funds  were  their  emergencies  met. 

Elderly  people  whose  costs  for  food  are  increased  by  the  need  to  conform 
not  only  to  medically-prescribed  diets,  but  also  to  the  Jewish  religious  laws, 
are  severely  impoverished  by  the  ever-shrinking  dollar,  the  lack  of  food 
stamps  and  the  increasing  portion  of  their  budget  taken  by  rising  rents  and 
utilities. 

In  many  instances  the  new  individual  recipients  of  SSI  grants,  receiving 
$207  a  month  under  the  program,  are  paying  rents  which  average  $150  and 
more.  There  is  no  place  for  them  to  move,  even  if  it  were  wise.  As  their 
nutrition  deteriorates,  their  physical  and  mental  problems  multiply. 
The  voluntary  agencies  such  as  JASA  have  expended  substantial  philanthropic 
funds  during  these  past  six  months  to  meet  emergency  needs.  But  agencies  like 
ours  are  not  funded  to  make  up  for  the  gaps  in  government  aid  programs.  What 
is  happening,  and  what  will  happen  to  a  great  extent  in  the  future,  as  the  twin 
evils  of  SSI's  inflexible  low  grants  and  inflation  aggravate  the  living  conditions 
of  the  elderly  more  severely,  will  be  accelerated  and  premature  institutionaliza- 
tion at  elevated  human  and  taxpayer  costs. 

JASA,  therefore,  comes  to  the  Senate  Committee  on  the  Aging  with  a  plea  to 
provide  improved  legislative  and  administrative  capability  for  SSI,  so  that  the 
elderly  can  remain  in  the  community  with  suflScient  funds  to  maintain  their 
nutrition,  their  physical  and  mental  health,  their  safety  and  well  being,  and  by  no 
means  the  least,  their  relative  independence. 
Among  the  steps  we  urge  the  Congress  to  take  are : 

(1)  Increase  the  basic  Federal  level  of  SSI  grants,  allowing  for  differences 
in  needs  on  a  regional  basis  at  least  to  the  poverty  level  as  determined  by  the 
Bureau  of  Labor  Statistics  ; 

(2)  Legislate  that  all  Social  Security  increases,  as  of  January  1,  1974.  be 
disregarded  in  determining  SSI  eligibility  and  payment  amounts  to  SSI 
beneficiaries ; 

(3)  Legislate  a  pass-through  of  federal  SSI  cost  of  living  increases  and 
hold  the  states  which  supplement  Federal  SSI  harmless  for  so  doing; 

(4)  Legislate  eligibility  for  food  stamps  to  all  SSI  recipients  to  help  cush- 
ion the  loss  for  those  who  were  "grandfathered"  in  from  OAA,  and  to  assist 
those  new  recipients  who  are  suffering  so  severely  from  the  shrunken 
dollar; 

(5)  Set  up  a  permanent  emergency  system  for  non-receipt  of  checks,  under- 
payment of  grants,  lost  of  stolen  checks  and  interim  assistance ; 

(6)  Enable  the  states  to  provide  some  flexibility  for  unusual  living  costs 
and  special  requirements,  without  the  state  having  to  bear  the  whole  burden 
of  the  costs ; 

(7)  Increase  and  train  the  staff  of  local  SS  ofiices  to  expedite  entry  of 
eligible  applicants  into  the  SSI  system,  process  applications  and  speed  pay- 
ments— particularly  to  those  unable  physically  and  mentally  to  negotiate  the 
system  (which  can  mean  long  lines,  demands  for  vanished  documents,  re- 
peated trips,  and  unexplained  delays)  ; 

(8)  Mandate  close  linkages  between  SSI  and  local  social  services; 

(9)  Mandate  the  provision  of  personal  allowances  to  SSI  eligibles,  when 
inmates  of  institutions. 

(10)  Reclassify  for  SSI,  payments  to  residents  of  non-profit  domiciliary  in- 
stitutions according  to  the  type  of  service  rendered. 

JASA  is  most  appreciative  of  the  opportunity  given  to  us  by  the  Senate  Special 
Committee  on  the  Aging  to  report  to  you  on  the  experience  of  our  clientele  under 
the  SSI  program  in  the  past  six  months  and  our  observations  as  to  the  improve- 
ments that  need  to  be  made.  I  am  sure  you  know  that  a  study  undertaken  by  The 
Office  of  the  Comptroller  General  of  the  United  States,  pointed  out  that  only  20 
cents  out  of  every  $100  revenue  sharing  funds  have  been  allocated  to  the  elderly, 
despite  the  fact  that  they  represent  over  10%  of  the  population  and  28%  of  the 
poor.  We  need  Congress  to  redress  this  glaring  inequity  and  dissei-vice  to  our 
senior  citizens ;  they  deserve  better.  We  count  on  the  actions  of  the  members  of 
this  Committee  to  promote  a  better  existence  for  these  individuals. 
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ITEM   3.   STATEMENT   OF   HON.   JOSEPH   A.   D'ELIA,   COMMISSIONER, 
NASSAU  COUNTY  (N.Y.)  DEPARTMENT  OF  SOCIAL  SERVICES 

Distinguished  Members  of  the  Senate  Select  Committee  For  the  Aging :  I  ap- 
preciate the  opportunity  to  comment  on  the  Federal  Supplemental  Security  In- 
come Program,  known  as  SSI. 

For  your  bacliground,  Nassau  County  is  located  next  to  the  largest  city  in  the 
world  on  Long  Island ;  it  has  a  population  of  more  than  1.5  million  compacted 
into  a  mere  295  square  miles ;  it  has  the  third  highest  income  level  in  the  nation ; 
its  36,000  plus  public  financial  assistance  recipients  represent  2.4  percent  of 
its  residents ;  it  contains  six  major  pockets  of  poverty ;  and  it  has  one  of  the 
lowest  housing  vacancy  rates  in  the  country — four-tenths  of  one  percent. 

The  County,  which  was  once  considered  the  bedroom  for  New  Yoi-k  City,  has 
had  an  influx  of  aerospace  and  electronic  industrial  developments  along  with  a 
myriad  of  suburban  shopping  centers  in  the  past  two  decades.  The  newest  trend 
is  to  provide  oflSce  complexes  for  commercial  and  other  businesses  formerly  lo- 
cated in  Fun  City. 

My  term  of  office  began  on  the  same  day  that  the  Federal  Government  took 
over  the  SSI  program  for  the  elderly,  blind  and  disabled  pursuant  to  Public  Law 
92-603  on  January  1st,  1974.  I  was  delighted  that  the  first  step  had  been  taken 
toward  Federalizing  the  welfare  system,  which,  I  believe,  is  long  overdue. 

After  months  of  tedious  work  by  members  of  the  staff  of  the  Nassau  County 
Department  of  Social  Services,  the  records  of  our  former  recipients  of  Aid  to  the 
Blind,  Aid  to  the  Disabled  and  Old  Age  Assistance  were  made  ready  for  the 
Social  Security  Administration. 

There  were  a  series  of  weekly  changes  in  the  method  of  filling  out  forms,  of 
coding  the  transfers,  of  this  and  of  that,  causing  bundles  of  unnecessary  red  tape 
and  confusion.  But  more  to  the  point,  it  brought  about  a  substantial  amount  of 
Federal  money  being  spent  on  overtime  charges  during  the  elongated  process. 

During  December  of  1973,  about  10,000  former  AABD  cases  were  transferred 
to  Social  Security  for  "grandfathering"  into  the  SSI  program. 

Yet,  when  the  first  SSI  grants  w-ere  issued  there  were  about  400  cases  of  our 
former  AABD  clients  that  either  failed  to  receive  their  checks  or  received  a 
smaller  amount  on  their  check  than  before — resulting  in  immediate  and  critical 
management  problems. 

In  addition,  there  were  a  myriad  of  cases  requiring  some  crisis  intervention 
because  of  a  sudden  emergency  for  which  no  Federal  monies  could  be  provided. 
Let  me  explain : 

When  the  oil  burner  in  the  home  of  an  elderly  beneficiary  gives  out,  there  is  no 
way  to  provide  funds  to  replace  it.  This  goes  for  the  stove,  or  the  refrigerator,  or 
any  other  of  the  other  necessary  appliances  by  which  people  live. 

Finally,  there  were  those  cases  that  had  applied  for  Federal  assistance  and 
were  waiting — sometimes  for  months — for  a  determination  of  eligibility  while 
their  daily  needs  went  unmet. 

It  seems  to  me  that  the  people  who  devised  the  SSI  system  did  a  superlative 
job  of  creating  the  appropriate  technical  language,  the  properly  confusing  jargon 
and  seemingly  endless  rules  and  regulations.  They  were  able  to  build  in  an  over- 
bearing emphasis  on  the  procedural  and  on  straight-jacketed  uniformity. 

But  they  forgot  about  people;  they  ignored  human  beings  and  human  lives; 
they  overlooked  making  the  programs  fit  personal  requirements;  they  didn't 
remember  that  people  cannot  be  bent,  folded  or  stapled. 

Nassau  County,  I  am  proud  to  say,  has  unceasingly  worked  to  achieve  resolu- 
tions to  many  of  the  SSI  problems,  legislatively  and  administratively,  on  the 
Federal  and  State  levels.  . 

At  the  direction  of  my  County  Executive,  the  Hon.  Ralph  G.  Caso,  I  met  with 
officials  of  the  Social  Security  Administration  in  Baltimore;  with  executives  of 
the  United  States  Department  of  Health,  Education  and  Welfare;  and  with 
members  of  the  Long  Island  delegation  to  Congress  as  part  of  a  program  to  correct 
the  inequities  of  SSI.  ,^        ,., 

It  is  significant  to  note  that  10  Congressmen  from  the  New  York  Metropolitan 
area  already  have  introduced  or  sponsored  corrective  legislation  in  the  House  of 

Representatives.  .  ^  ,     .  ,   ^.       ^    v  , 

New  York  State  has  put  into  law  two  important  pieces  of  legislation  to  help 
fill  in  the  gaps  left  in  the  SSI  program.  One  of  these  authorizes  emergency 
assistance — under  limited  circumstances— to  SSI  beneficiaries.  The  other  pro- 
vides general  assistance— which  we  call  Home  Relief— for  SSI  applicants  who 
are  waiting  for  an  eligibility  determination  from  Social  Security,  a  process  that 
has  taken  up  to  six  months  plus  so  far. 
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But  whatever  the  State  does,  it  is  only  a  liokling  action — a  stopgap  measure 
to  head  off  or  to  cut  down  on  suffering  until  the  Federal  Gorernment  takes  its 
rightful  role  and  responsibility  to  these  people. 

What,  then,  are  the  changes  needed  to  make  SSI  a  program  to  serve  the  com- 
plete needs  of  the  blind,  disabled  and  aged? 

First,  funds  must  he  provided  to  meet  emergency  needs  of  the  population 
served. 

The  fiscal  problems  of  these  recipients  do  not  conform  to  predetermined  calen- 
dar dates.  Emergencies  of  the  type  I  mentioned  before  arise  and  legitimate  needs 
do  result.  The  present  method  of  meeting  SSI  emergencies  of  providing  $100  once 
during  a  12-month  period  and  then  only  pending  the  arrival  of  the  first  month's 
grant  is  grossly  inadequate  !  • 

Unless  the  SSI  program  provides  funds  for  the  unpredictable  and  genuine 
emergencies,  we  will  have  lost  the  only  advance  made  to  date  toward  a  Federal 
assumption  of  the  national  problems  of  poverty. 

SecoruUy,  allotments  should  adequately  meet  the  day-to-day  needs  of  all  SSI 
'beneficiaries. 

Rising  prices  of  all  commodities  in  today's  inflationary  spiral  is  eroding  the 
purchasing  power  of  SSI  recipients,  who  just  cannot  keep  up.  Each  gi-ant  must 
reflect  a  sufficient  sum  foo.-  the  basics  of  living — adequate  food,  clothing  and 
shelter. 

One  possible  consideration  is  to  permit  a  Social  Security  "pass  through"  where- 
by dollar  increases  in  regular  Social  Security  benefits  are  NOT  deductetl  from 
SSI  allowances.  This  is  not  a  comprehensive  solution  because  the  many  SSI 
recipients  who  do  NOT  receive  basic  Social  Security  would  not  gain  from  a  "pass 
through." 

In  contrast,  "pass  through"  creates  economic  discrimination  by  allowing  more 
funds  for  some  SSI  beneficiaries — those  who  previously  received  Social  Security 
payments — but  denying  the  increase  to  the  others. 

An  alternative  would  be  periodic  upgrading  of  the  SSI  grants  through  cost  of 
living  adjustments. 

This  technique  will  provide  a  logical  progression  of  additional  funds  measured 
by  indices  already  established  by  local,  State  or  Federal  governmental  agencies 
to  reflect  regional  differences  in  costs. 

Thirdly,  the  Federal  definition  of  disability  must  be  broadened  to  conform  xviih 
the  one  accepted  by  the  Federal  Government  before  passage  of  U.K.  1.  Under  the 
Aid  to  Disabled  program,  the  Federal  Government  had  approved  and  funded 
persons  who  met  the  New  York  State  definition  of  disabled. 

The  latter  recognized  disability  as  a  complex  concept,  progressive  and  af- 
fecting each  individual  in  a  different  manner.  Social  factors— such  as  age,  group 
living,  daily  activities,  employment  history,  education,  literacy,  etc. — were  used 
in  conjunction  with  a  medical  diagnosis  to  determine  disability.  This  was  par- 
ticularly true  in  the  disability  determinations  of  mental  illness,  mental  retar- 
dation, and  alcoholism. 

As  an  example,  the  SSI  definition  of  disability  is  so  narrow  as  to  exclude 
a  mentally  retarded  individual  with  an  I.Q.  of  less  than  60  because  that  per.'^on 
is  considered  able  to  engage  in  "substantial,  gainful  activity." 

I  cannot  vouch  for  the  possibilities  of  employment  for  such  an  individual  in 
other  parts  of  the  United  States,  but  he  has  no  chance  of  finding  a  ••gainful" 
job  in  Nassau  County,  for  sure. 

Failure  to  make  this  I'e-definition  will  force  increasingly  large  numbers  of  i)er- 
sons  who  truly  are  disabled  back  onto  the  State  and  local  rolls  for  general  public 
financial  assistance,  in  states  where  such  assistance  exists.  The  financial  impact 
is  nl>vious. 

But  the  moral  commitment  of  the  Federal  Govennuent  is  violated  when  people 
are  rejected  for  failure  to  meet  the  new  stringent  Federal  requirements  on  disa- 
bility that  were  arbitrarily  changed  with  the  advent  of  the  SSI  system. 

Number  four,  the  statc.'i  which  provide  monies  for  general  public  financial 
assi.9tance  should  be  reimbursed  by  the  Federal  Government  for  expenditure.^  to 
clients  who  arc  awaiting  the  protracted  processing  of  their  applications. 

Under  the  present  system,  the  retroactive  payment  is  made  directly  to  the  SSI 
beneficiary  with  the  assumption  that  he  will  willingly  repay  the  State  and  local 
government.  We  all  recognize  the  huge  pitfalls  in  this. 

Finally,  there  must  be  marked  administrative  changes  for  the  Siocial  Sieeuritif 
Administration  to  .'fpecd  up  the  processing  of  applications  for  SSI  and  to  expe- 
dite the  method  of  payments. 
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Some  applications  have  been  pending  before  Social  Security  since  the  program 
began— more  than  six  months  ago.  Tliis  is  inexcusable  !  ,„   ,. 

In  addition,  the  SDX  tapes  to  create  eligibility  for  Medical  Assistance  (Medic- 
aid) have  not  meshed  with  the  information  we  have  on  file.  We  find  them  re- 
plete with  errors  and  we  have  been  thoroughly  frustrated  trying  to  correct  them. 
Unnecessary  confusion  and  a  manual  system  of  producing  Medicaid  ID  cards 

have  resulted.  ,  .  ,      ,  -r,    ,  t 

I'm  not  here  to  get  into  the  nuts  and  bolts  of  how  this  can  be  done.  But  I  am 
suggesting  that  if  it  means  additional  personnel,  additional  computers,  additional 
whatever,  the  costs  in  non-Federal  dollars  and  human  agony  are  to  take  priority 
over  the  apparent  economies — if  any — that  are  involved. 

Nassau  County,  for  those  who  are  not  familiar  with  it,  is  just  east  of  New 
York  City  on  Long  Island.  The  political  border  between  that  city  and  my  county 
does  notform  a  barrier  to  welfare  problems,  as  you  can  see. 

Translated  into  dollars  and  cents,  you  should  know  that  Nassau  County  will 
spend  about  $3.52  million  as  its  share  of  the  SSI  supplemental  costs;  $2.4  million 
to  meet  payments  for  SSI  recipients  awaiting  acceptance  by  Social  Security; 
and  an  unestimated  amount  for  emergency  needs. 

These  last  two  expenditures  are  totally  unnecessary  and  unwarranted  if  the 
SSI  program  was  trulv  meant  to  meet  people's  needs  with  Federal  dollars. 
Except  for  its  share  of  the  supplement  to  SSI.  there  is  no  legitimate  reason  why 
any  additional  local  funds  should  be  spent  on  SSI  recipients  ! 

i  have  excluded  on-going  expenditures  that  pre-date  the  SSI  program.  As 
examples,  mv  County  has  a  Medicaid  expenditure  of  $60.6  million  for  SSI 
recipients  alone,  and  it  also  will  spend  about  a  million  dollars  in  services  solely 

for  the  aged.  ,      , ,  ,  -   ^  „ 

But  as  I  indicated  at  the  outset,  the  SSI  system  is— or  should  be— a  totally 
Federal  program.  Having  assumed  the  responsibility  for  an  assistance  program, 
the  vast  resources  of  the  Federal  Government  must  be  fully  and  adequately 
utilized  to  meet  the  needs  of  the  people  in  the  program. 

We  cannot  accept  the  SSI  system  because  of  its  overwhelming  deficiencies ; 

We  cannot  accept  it  because  it  does  not  provide  complete  basic  subsistence ; 

We  cannot  accept  it  because  it  tells  an  applicant  to  wait  a  month,  or  two,  or 
six,  or  more; 

We  cannot  accept  it  because  it  does  not  rt>place  a  misdelivered  or  non-delivered 

We  cannot  accept  it  because  it  fails  to  supplement  a  check  delivered  in  the 
wrong  amount  within  a  reasonable  period  of  time  : 

We  cannot  accept  any  program  that  is  so  computerized  that  it  forgets  that 
each  number  represents  a  human  being  in  need ; 

We  cannot  accept  what  is  happening  to  people  who  welcomed  the  SSI  system 
with  hope  and  instead  have  found  despair;  who  exi^ected  to  be  helped,  l)ut 
instead  are  being  hurt. 

We  cannot  accept  the  fact  that  people  who  have  a  right  to  live  out  their  lives 
in  dignity  are  instead  Iteing  humiliated,  kept  in  want  and  beaten  duv/n  by 
bureaucratic  rules  and  regulations. 

We  cannot  accept  a  transfer  of  fiscal  and  administrative  responsibility  to  the 
Federal  Government  and.  at  the  same  time,  deprive  p<'ople  in  need. 

I  implore  the  United  States  Senate  Select  Committee  for  the  Aging  to  take 
the  leadership  in  having  legislative  changes  made,  as  I  have  listed  them.  The 
Committee  must  forcefully  insist  that  these  changes  be  made  NOW. 

All  the  members  of  this  Committee  should  demand,  yes.  insist,  that  these 
renovations  of  the  program  be  made  imitirdiately  to  allow  these  innocent  vic- 
tims of  the  system  to  raise  up  their  heads  again  and  live  in  dignity,  even  as  you 
and  I. 

Thank  you. 

ITEM  4.  STATEMENT  OF  BARBARA  KING,  CSW,  ACSW,  SOCIAL  SERV- 
ICE DEPARTMENT,  ROOSEVELT  HOSPITAL,  NEW  YORK  CITY 

This  testimony  is  prepared  in  the  assumption  that  one  of  the  goals  of  public 
assistance  to  disabled  pers<ms  is  rehabilitation  ;  and  furthermore  that  a  chief 
goal  of  rehabilitation  is  return  to  the  labor  market  insofar  as  is  possible,  and 
as  soon  as  possible. 

1.  The  way  SSI  is  currently  set  up  and  administered  vis-a-vis  the  New  York 
City  Department  of  Welfare  is  defeating  of  this  goal.  When  a  patient  leaves  the 
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hospital  after  treatment  for  an  illness  which  was  serious  enough  to  require 
in-hospital  care  he  generally  cannot  go  to  work  immediately.  He  is  to  this  extent 
•'disabled".  If  he  also  has  no  financial  resources  he  may  qualify  as  eligible  for 
public  assistance.  It  should  be  in  everyone's  best  interest  to  get  him  the  financial 
assistance  for  which  he  is  eligible  as  fast  as  possible — before  he  loses  his  housing 
for  lack  of  rent  or  endangers  his  still  precarious  health  by  poor  diet,  insufiicient 
rest,  anxiety,  fear,  etc. 

This  does  not  happen.  Since  SSI  has  been  in  effect,  the  difficulties  of  getting 
eligible,  disabled  persons  financial  assistance  have  been  compounded. 

Now,  the  patient  leaving  the  hospital  must  go  first  to  SSI.  Since  his  need  for 
financial  assistance  is  usually  acute,  he  must  go  at  once,  the  first  day  out.  He 
must  go  in  person,  even  if  he  has  a  letter  from  the  hospital  counter-signed  by 
the  doctor,  saying  that  his  disability  is  temporary,  and  that  he  can  go  to  work 
in  3  months.  He  must  stand  in  line  for  hours,  often  most  of  the  day,  in  an  atmos- 
phere often  of  noise  and  confusion.  He  must  do  this  if  he  has  his  leg  in  a  cast, 
is  still  convalescing  from  surgery  (if  ambulatory)  has  just  completed  a  cour.se  of 
shock  treatment,  or  other  intensive  psychiatric  in-patient  treatment,  has  just 
been  detoxified  from  alcohol  and  barely  begun  his  alcoholism  rehabilitation.  The 
purpose  of  this  visit  to  the  SSI  ofiice  is  to  get  a  piece  of  paper  to  take  to 
Welfare. 

Thus  the  "disabled"  patient,  in  no  matter  what  physical  or  mental  condition 
he  may  be,  becomes  an  "errand  boy"  between  two  bureaucratic  systems.  The 
next  day  (since  he  must  be  at  both  offices  early  in  the  morning  in  order  to  be 
seen)  he  must  carry  his  piece  of  SSI  paper  to  Welfare  and  go  thru  the  applica- 
tion procedure  there. 

Our  social  workers,  para-professional  and  volunteers  have  been  with  patients 
through  these  ordeals,  and  find  them  exhausting.  Anyone  who  has  been  ill  and 
hospitalized  can  appreciate  the  difficulty  in  persisting  with  this  kind  of  waiting, 
frustration  and  confusion  on  first  being  discharged  from  hosjiitp]. 

The  problem  appears  to  be  one  of  definition  of  "disability"  in  relation  to 
employabillty — the  Federal  SSI  guidelines  being  somewhat  different  from  those 
DSS  is  able  to  use.  That  this  is  a  difficult  problem  and  a  highly  poliiical  one 
hardly  needs  to  b»»  said  here.  To  make  the  permanently  or  temporarily  disabled 
patient  the  "go-between"  is  not  useful.  It  is  irresponsible  on  the  part  of  both  SSI 
and  DSS — and  all  of  us — to  continue  this.  The  current  system  of  making  every 
"disabled"  patient  apply  first  for  SSI,  and  carry  SSI  paper  to  Welfare  is  a 
duplication  of  "public  assistance"  interviewing  time.  The  current  system  also  com- 
pounds the  need  for  every  patient  to  have  a  knowledgeable  advocate  or  ombuds- 
man to  act  in  his  behalf  thru  this  system — a  further  duplication  of  time  and 
effort  on  the  part  of  health  and  human  services  personnel — and  again  therefore 
a  waste  of  public  funds  in  most  instances.  There  are  two  other  dramatically 
wasteful  possibilities :  that  the  hospital,  knowing  what  the  patient  must  face  in 
order  to  get  himself  fed  and  his  rent  paid,  will  keep  him  a  little  longer,  or  that — 
and  this  has  also  happened — the  patient's  insecure  and  tentative  health  may 
fail  rapidly  again  and  his  re-hospitalization  become  necessary. 

Question.  Can  a  way  be  found  for  the  financial  assistance  application  to  be 
taken,  and  disabilty  determination  made  while  the  patient  is  still  in  the  hospital? 

Could  SSI  and  DSS  then  accept  their  own  responsibility  for  agreeing  on  which 
one  of  them  will  be  the  source  of  the  needed  assistance — both  emergency,  if  that 
need  is  verified,  and  on-going — without  running  the  disabled  patient  around  the 
city  and  duplicating  each  others  efforts? 

An  apparently  similarly  based  problem  is  now  being  created  by  SSI's  review 
of  ADD  cases  which  were  "grandfathered-in"  from  the  Welfare  rolls  at  the 
start  of  the  SSI  program.  Many  of  these  persons  are  now  receiving  notice  that 
they  are  not  eligible  for  SSI.  Again  it  is  the  patient  and  the  taxpayer  who  are 
both  losers  result  of  the  SSI  procedures.  These  persons,  whose  eligibility  for 
financial  assistance  is  not  an  issue,  are  having  to  re-apply  to  Welfare. 

QueHion.  Could  they  not  simply  be  transferred  back  to  DSS  without  lengthy 
and  debilitating  reapplications  procedures? 

Disabled  psychiatric  patients :  P.sychiatrie  patients  who  are  struggling  to  main- 
tain a  tenuous  hold  on  reality,  a  minimum  trust  in  the  good  intentions  of  others, 
the  small  amount  of  confidence  in  themselves  they  have  been  able  to  muster,  are 
In  the  worst  possible  position  to  be  able  to  sustain  long  waits  in  crowded,  noisy 
offices  where  there  is  confusion  and  sometimes  short  tempers  on  the  part  of  hard- 
pressed  staff.  The  inability  of  SSI  to  give  appropriate  emergency  assistance,  even 
to  persons  with  clear  medical  statements  from  clinic  doctors  as  to  their  perma- 
nent disability,  is  a  great  hardship,  as  it  again  often  means  a  duplicate  applica- 
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tion  to  DSS  If  there  have  been  clerical  errors,  lost  checks,  stolen  fuuds  or  mis- 
management, the  difficulties  are  compounded.  That  the  monies  must  come  from 
different  cofters  thru  different  programs,  again,  should  not  be  made  the  problem 
of  the  least  able  and  most  helpless  and  defenseless  members  of  the  community. 
The  psychiatrically  disabled  are  not  only  entitled,  as  other  disabled,  to  appro- 
priate treatment— it  is  also  expedient  from  the  point  of  view  of  employment 
rehabilitation  to  offer  tliem  whatever  financial  assistance  they  are  eligible  for 
in  an  atmosphere  of  encouragement,  support,  and  respect.  The  current  SSI-DSS 
system  does  just  the  opposite :  offering  needless  additional  frustration,  confusion 
and  anxiety.  Again:  the  problem  of  verifying  facts  and  questions  of  employ- 
ability  for  psychiatric  patients  are  considerable,  and  require  the  most  effective 
professional  work  possible.  The  time  for  coordinated  Federal,  State,  City  effort 
in  behalf  of  these  patients  is  now.  To  make  the  patient  the  carrier  of  the  bureau- 
cratic problems  by  sending  him  to  make  different  applications  in  different  places 
only  obfuscates  and  delays  any  hope  of  real  solution. 

Question.  Could  not  DSS-OCS  and  IM  workers  in  the  SSI  centers  coordinate 
and  not  duplicate  their  application  procedures  and  be  empowered  to  give  imme- 
diate funds,  through  two  party  rent  checks  if  needed— or  a  variety  of  other  needed 
devices  V 

Disabled  Alcoholics 

It  is  by  now  notorious  that  the  SSI  legislation  has  singled  out  alcoholics  for 
frankly  prejudicial,  not  to  say  punitive  treatment. 

(A)  The  SSI  legislation  specifically  states  that  alcoholism  is  not  to  be  re- 
garded as  a  primary  disability,  a  position  which  contradicts  all  recent  medical 
knowledge  and  opinion  in  the  field  of  alcoholism  including  the  position  taken  by 
the  AMA's  House  of  Delegates,  December  1973. 1  quote  in  part :  "And  be  it  further 
resolved  that  the  American  Medical  Association  urge  all  physicians  to  abstain 
from  using  terms  of  other  pathological  conditions  in  place  of  the  diagnosis  of 
Alcoholism  when  alcoholism  is  the  primary  manifested  illness — ".  It  is  entirely 
clear  that  not  all  alcoholics  are  disabled,  whether  or  not  they  are  in  treatment  and 
in  the  process  of  recovery.  However  some  are.  Likewise  not  all  psychotic  patients, 
not  all  diabetics,  heart  patients,  cancer  patients,  etc.,  are  "disabled".  Some  are. 
The  criteria  for  assessing  disability  in  these  latter  illnesses  are  clearly  spelled 
out  in  SSA  regulations.  The  same  care  and  thought  on  the  part  of  SSA  and  the 
State  Bureau  of  Disability  Determination  should  go  into  the  criteria  for  assess- 
ing disability  relative  to  the  disease  alcoholism.  Until  this  issue  is  frankly  faced 
and  dealt  with  by  the  law  makers  it  seems  impossible  to  develop  realistic  regula- 
tions for  financial  assistance  for  alcoholics.  The  diagnosis  of  alcoholism  will  con- 
tinue to  be  buried  under  other  symptomatic  diagnosis  such  as :  cirrhosis,  certain 
heart  diseases,  peripheral  neuropathy  and  various  psychiatric  descriptions. 

(B)  The  requirements  that  alcoholics  cannot  receive  SSI  payments  directly, 
but  must  have  a  "representative  payee"  receive  checks  for  them  is  impractical  in 
the  extreme.  To  say  that  this  whole  group  of  disabled  persons  with  one  particu- 
lar illness  (who  are  eligible  for  financial  assistance)  are  incapable  of  managing 
their  own  money  is  to  punish  an  entire  group  for  the  (financial)  incompetence 
of  a  few.  One  would  hardly  say  that  diabetics  as  a  whole  are  incompetent  to 
manage  their  money  because  a  few  purchase  the  wrong  foods  and  make  themselves 
ill :  or  that  heart  patients  should  have  surrogate  managers  because  some  of  them 
drive  automobiles  when  they  are  ill  and  shouldn't.  Some  alcoholism  patients  are 
known  to  have,  within  the  last  3  weeks,  received  letters  from  SSA  stating  that 
"arrangements  must  be  made  to  pay  your  checks  to  another  person  in  your 
behalf".  Some  persons  have  received  such  letters  who  are  indeed  fully  engaged 
in  alcoholism  treatment  and  rehabilitation.  Such  procedures  are  in  contradic- 
tions to  treatment  efforts  which  are  geared  towards  restoring  hope,  self  respect, 
trust,  confidence  in  others  and  self  as  well  as,  often,  job  functioning. 

In  addition,  those  alcoholics  who  could  be  regarded  as  in  need  of  protective 
monitoring  of  this  sort — the  so-called  "derelicts" — are  least  likely  to  be  able 
to  produce  competent  family  or  friends  to  be  "representative  payees"  to  care 
for  their  money.  Thus  this  requirement,  if  actually  carried  out,  raises  the 
nightmare  of  SRO  landlords,  loan  sharks,  or  other  indiginous  "bankers"  being 
produced  as  "representative  payees".  Such  a  system  would  be  subject  to  enormous 
abuse.  The  detective  work  which  would  be  needed  in  order  to  monitor  it  seems 
incredibly  wasteful.  The  need  to  which  this  requirement  seemingly  was  intended 
to  address  was  met  very  minimally,  but  at  least  more  practically,  by  DSS's 
old  system  of  two  party  rent  checks.  The  need  would  be  more  appropriately 
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met  by  a  network  of  %  way  and  half  way  house  arrangements :  expanded 
"shelter"  type  facilities  with  appropriate  payment  and  patient  allowance  ar- 
rangements. The  "representative  payee"  requirement  could,  in  the  long  run  be 
an  incredibly  expensive  "substitute"  for  an  appropriate  continuum  of  care  in 
alcoholism  treatment. 

(C)  The  requirement  that  alcoholics  be  in  treatment  continuously  in  order 
to  receive  financial  assistance  (either  SSI  or  DSS)  also  singles  out  a  particular 
category  of  illness  (along  with  drug  addiction)  for  punative  treatment.  To 
require  persons  in  need  of  puhlic  assistance  to  be  evaluated  for  employability 
or  participate  in  established  programs  is  one  thing,  and  seems  entirely  ap- 
propriate, no  matter  what  the  illness  is  which  results  in  "disability".  To  man- 
date persons  with  only  a  certain  illness  to  be  continuously  "in  treatment"  in 
order  to  eat  and  pay  rent,  no  matter  what  the  state  or  stage  of  his  recovery, 
is  to  invite  additional  complications  and  confusion.  DSS  monitoring  systems  are 
already  trying  to  concern  themselves  with  what  "in  treatment"  consists  of 
which  is  essentially  a  medical  matter  and  must  be  individual  planned  for  the 
patient's  benefit.  Tlieir  current  attempt  at  monitoring  treatment  without  obtain- 
ing the  patient's  consent  threatens  to  break  confidentiality  and  override  the 
patient's  civil  rights. 

This  treatment  requirement  also  invites  trouble  in  the  sense  that  professionals 
may  well  avoid  the  diagnosis  of  alcoholism  altogether  at  just  this  time  when 
there  is  progress  in  facing  the  problem  of  alcoholism  more  openly.  Another  pos- 
sibility is  that  treatment  programs  will  have  to  spend  their  time  being  de- 
tectives and  checkers  for  DSS  and  SSI.  Treatment  people  never  perform  these 
functions  well  at  best,  and  to  the  extent  they  could  be  forced  to,  time  w^ould 
be  taken  away  from  the  already  much  too  limited  therapeutic  time  available. 

The  requirement  that  alcoholics  he  in  treatment  should  be  brought  into  line 
with  the  SSI  rehabilitation  requirement  for  other  potentially  disabling  diseases. 

Social    Sekvice    Sheet 

this  case  illustrates  problems  akising  as  a  result  of  lack  of  coordination 
between  ssi  and  dss resulting  in  extreme  stress  on  the  patient 

Mrs.  C. — a  patient  at  Smithers  Rehab.  Center 

Mrs.  C.  was  determined  to  be  eligible  for  AD  as  of  12/31/73.  She  was  an  open 
ADC  case  to  Center. 

On  the  understanding  that  she  would  be  converted  or  "grandfathered  in"  to 
S.S.I.,  DSS  Center,  on  2/7/74  began  issuing  decreased  semi-monthly  ADC  checks 
and  food  stamps.  The  checks  went  from  $129.00  semi-monthly  to  $115.45.  This 
information  was  obtained  from  Mrs.  B,  Unit  002,  DSS  Center. 

Mrs.  P,  at  the  Midtown  S.S.A.  ofiice  (which  services  Mrs.  C's  home  address) 
found  absolutely  no  record  of  case  anywhere.  She  called  Mrs.  B.  to  confirm 
that  Mrs.  C.  was  supposed  to  be  known  to  S.S.I.  Mrs.  P.  said  new  application 
for  S.S.I,  needed  to  be  made. 

Since  Mrs.  C.  was  hospitalized,  S.S.I,  agreed  to  send  a  field  rep.  to  the  Rehab. 
Center  where  patient  was  located,  to  fill  out  new  application.  However,  field 
rep.  (Mr.  R.  860-6136)  had  to  come  from  Vptoum  S.S.A.  ofiice  because  Rehab. 
Center  is  in  their  district.  He  visited  on  3/25/74,  made  out  the  application, 
but  did  not  give  Mrs.  C.  the  S.S.I,  form  letter  Welfare  needs  to  issue  emergency 
and  HR  checks  while  S.S.I,  application  is  pending.  He  also  called  Center  to 
find  out  patient's  budget,  but  was  not  given  crucial  information  hy  DSS  that 
patient  was  to  have  been  "grandfathered  in". 

Patient  subsequently  went  back  in  person  to  DSS  center  with  detailed  ex- 
planatory letter  from  me  including  verification  of  S.S.I,  application.  She  waited 
four  hours  to  be  seen  and  was  treated  very  rudely.  When  she  was  seen  she  was 
issued  (1)  a  DAB  individual  information  form,  (2)  a  Social  Security  Title 
XVI  referral  to  bring  back  to  S.S.I.  The  purpose  of  going  to  DSS  Center  wns 
to  be  issued  emergency  funds  and  to  be  put  on  HR  immediately  while  S.S.I. 
application  was  pending.  Interviewer  would  not  explain  reason  for  referral, 
would  not  phone  me  or  R  for  verification  (at  Mrs.  C's  request).  Mrs.  C  went 
for  help  to  Mr.s.  M,  Section  999,  liaison  Unit  to  S.S.I,  at  DSS  Center,  who 
knew  her  case  from  prior  conversation  with  us.  She  was  told  merely  to  return 
to  S.S.I. 

I  contacted  Mr.  O,  Director  of  DSS  Center.  He  said  case  was  S.S.I.'s  re- 
sponsibility ;   that  Mrs.  C.  wa.s  to  have  been  "grandfathered  in",  to  S.S.I,  on 
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1/1/74,  and  that  on  1/2/74,  copies  of  the  medical  determination  verifying  Mrs. 
C's  eligibility  for  AD  as  of  12/31/73  and  therefore  of  her  eligiltility  for  being 
converted  to  S.S.I.,  were  sent  to  Albany,  to  S.S.I,  and  to  Mrs.  C.  However,  S.S.I, 
and  Mrs.  C.  did  not  receive  this  notification. 

I  contacted  Mr.  A  (Supervisor)  of  Uptown  S.S.A.  center  where  application 
had  already  been  made  through  Mr.  R,  field  rep.  The  purpose  was  to  expedite 
Mrs.  C's  return  to  the  center  to  obtain  emergency  and  retroactive  funds  to  which 
she  was  entitled.  He  claimed  that  they  need  from  DSS  Center,  in  addition  to 
DAB  referral  form  which  indicates  AD  grant  amount,  a  "D.S.  639"  form  which 
DSS  did  not  issue  to  Mrs.  C.  Since  this  procedure  was  at  odds  with  Mr.  O  under- 
standing of  procedure,  I  asked  Mr.  A.  to  take  it  up  with  Mr.  O  directly,  which 
he  did.  They  agreed  that  a  copy  of  the  12/31/73  medical  determination  would  be 
acceptable.  Mr.  O.  gave  me  the  name  of  his  secretary  to  whom  Mrs.  C  could  go 
to  pick  up  form.  Mrs.  C  was  able  to  get  the  form  but  was  harassed  by  clerks 
in  the  attempt — which  took  several  hours. 

The  following  day  she  returned  to  S.S.I,  and  was  seen  by  someone  with 
Mr.  A  help.  However,  the  waiting  time  and  subsequent  form  completion  time 
was  approximately  seven  hours.  Mrs.  C  was  still  not  issued  funds  at  this  time 
but  was  promised  a  check  retroactive  to  January  to  be  issued  five  days  later. 

Mrs.  C  informed  me  subsequently  that  she  did  receive  the  check  from  Uptown 
office.  Following  this  she  was  also  called  down  to  the  Midtown  office  for  verifi- 
cation of  activity  of  Uptown  office.  She  was  not  clear  as  to  why  they  needed 
to  see  her  in  person  and  wondered  if  this  could  not  have  been  done  through 
contact  between  the  two  offices. 

In  summary,  Mrs.  C.  was  called  upon  repeatedly  to  carry  messages  between 
offices  totally  inappropriately  as  well  as  to  return  to  a  Center  because  of  an  inter- 
nal problem,  in  terms  of  its  own  inter-departmental  communications.  The  client 
was  made  responsible,  on  pain  of  literal  starvation  for  herself  and  her  family, 
for  problems  that  were  strictly  bureaucratic  and  could  have  been  resolved  by  a 
few  well-directed  phone  calls  by  agency  people  to  agency  people.  She  was  only 
able  to  manage  this  fiasco  because  she  was  intensively  supported  by  a  thera- 
peutic milieu  for  which  the  state  paid  $66  a  day. 


ITEM   5.   STATEMENT    OF    MARILYN    LYTLE,    FOOD    RESEARCH   AND 
ACTION  CENTER,  NEW  YORK,  N.Y. 

Mr.  Chairman.  I  would  like  to  thank  the  Special  Committee  on  Aging  for 
providing  this  opportunity  to  .set  forth  the  problems  relating  to  the  new  S.S.I. 
program.  Congressional  action  is  urgently  needed  to  redress  a  number  of  the.se 
problems  to  assist  those  elderly  who  have  been  hurt  by  the  transfer  to  S.S.I. 

I  will  address  myself  to  one  very  specific  issue — food  stamp  eligibility  and 
'"cash-out"  for  S.S.I,  beneficiaries.  Congressional  history  on  this  is.sue  has  been 
very  complex.  Several  compromises  and  changes  have  left  many  totally  con- 
fused. Twice  in  the  last  eight  months  S.S.I,  beneficiaries  have  been  given  a  last 
minute  reprieve  just  as  tlieir  food  .stamp  eligibility  was  about  to  be  terminated. 
At  the  end  of  June  1974.  many  S.S.I,  recipients  throughout  the  country  received 
notices  that  they  would  be  cut  off  food  stamps.  Little  has  been  done  in  some 
areas  to  correct  that  by  informing  S.S.I.  benefiT-iaries  of  the  passage  of  P.L. 
93-.335  which  continued  food  stamp  eligibility  for  one  year. 

Such  semi-annual  confusion  regarding  food  stamp  eligibility  only  serves  to 
discourage  partici]iation  among  the  elderly.  Even  now  there  are  mea.sures  pend- 
ing which  would  deny  food  stamps  to  thousands  by  no  longer  allowing  S.S.I, 
beneficiaries  public  as.sistance  household  status  for  food  stamp  pui-poses. 

To  say  that  spiraling  food  costs  have  severely  affected  those  with  limited 
budgets  is  merely  to  restate  the  obvious.  I  think  we  all  know  that  the  low  income 
elderly,  blind  and  disabled  on  S.S.I,  are  among  those  hardest  hit  by  rising  food 
costs.  Tliey  are  also  more  likely  to  have  more  expensive  medically  prescribed 
diets.  In  view  of  the  hardships  inflation  has  already  imposed  on  these  vulnerable 
Americans,  it  is  incomprehensive  to  me  that  lawmakers  discuss  again  and  again 
tlie  possible  denial  of  food  stamp  benefits  or  a  cash-out.  Had  the  food  stamp  "pro- 
visions in  P.L.  93-86  gone  into  effect,  many  S.S.I,  recipients  would  have  been 
denied  food  stamps  even  though  their  incomes  were  well  below  food  stamp 
eligibility  guidelines.  Another  measure,  H.R.  3153,  would  effectively  remove 
thousands  of  elderly  poor  from  the  food  stamp  program  by  denying  them  public 
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assistance  household  status.  It  is  essential  that  those  receiving  S.S.I,  have 
access  to  the  same  assistance  in  purchasing  a  nutritionally  adequate  diet  as 
others.  The  elderly  and  disabled  receiving  S.S.I,  must  be  assured  continued  food 
stamp  eligibility  on  a  public  assistance  household  basis  or  the  receipt  of  a  true 
cash-out  which  I  will  define  below. 

The  inequities  of  the  so-called  "cash-out"  scheme  under  S.S.I,  have  played 
havoc  with  beneficiaries'  food  budgets  in  five  states.  Let  me  give  you  an  example 
of  what  this  "cash-out"  has  meant  for  thousands.  In  December,  1973,  an  elderly 
widow  in  New  York  probably  received  a  $15  food  stamp  bonus  to  help  purchase 
an  adequate  diet.  If  she  was  fortunate,  she  received  a  $10  cash-out  in  lieu  of  the 
$15  food  stamp  bonus  value  when  she  was  transferred  to  S.S.I,  in  January.  That 
$10  figure  will  remain  static  although,  if  food  stamps  had  continued  to  be  avail- 
able to  S.S.I,  recipients  in  New  York,  she  would  now  be  receiving  a  $22  food 
stamp  bonus.  In  other  words,  the  elderly  poor  and  disabled  in  New  York  are 
receiving  less  than  half  the  amount  others  with  the  same  income  receive  to 
purchase  nutritious  food  simply  because  New  York  has  chosen  the  "cash-out" 
option. 

Of  course  there  were  thousands  in  New  York,  California,  Massachusetts, 
Wisconsin,  and  Nevada  who  received  no  part  of  the  $10  "cash-out"  to  compensate 
for  the  loss  of  food  stamp  benefits  but  this  particular  loophole  was  remedied  b^ 
the  passage  of  P.L.  93-335.  Now,  at  least,  all  S.S.I,  beneficiaries  will  in  fac 
receive  this  meager  so  called  cash-out.  There  is  little  excuse  for  giving  the  elderly 
and  disabled  less  than  half  the  assistance  others  receive  to  help  purchase  food 
in  the  face  of  soaring  prices.  The  cash-out  statute  must  be  amended  so  that  S.S.I, 
beneficiaries  receive  at  least  the  bonus  value  they  would  have  received  if  food 
stamps  had  continued  to  be  available.  A  cost  of  living  increase  every  six  months 
must  be  built  in  just  as  in  the  food  stamp  program.  The  present  cash-out  is  based 
on  an  average  bonus  value  in  January  1972.  Food  stamp  bonus  values  have  more 
than  doubled  for  public  assistance  households  in  New  York  since  then. 

The  effect  of  the  present  cash-out  scheme  is  to  punish  S.S.I,  recipients  in  cash- 
out  states  for  the  source  of  their  income.  If  they  received  the  same  amount  of 
money  from  another  source  they  would  get  more  than  double  the  assistance  they 
now  get  to  help  purchase  an  adequate  diet. 

I  am  not  suggesting  that  the  food  stamp  cash-out  option  t)e  done  away  with. 
Actually  a  true  cash-out  would  be  more  desirable  than  the  continued  use  of 
stamps.  Many  elderly  hesitate  to  participate  because  the  stamps  mark  them  in 
the  store  or  they  are  dissuaded  by  the  red  tape  involved.  The  cash-out  statute 
should  be  amended  to  require  that  the  "cash-out"  included  in  S.S.I,  payments  be 
at  least  commensurate  with  current  food  stamp  bonuses  and  that  it  increase  to 
match  the  increases  in  the  food  stamp  program. 

Thank  you. 

ITEM  6.  STATEMENT  OF  HILARY  JO  SOHMER,  SSI  ALERT-ACTION 
COMMITTEE,  THE  LEGAL  AID  SOCIETY  OF  WESTCHESTER  COUNTY, 
YONIiERS  BRANCH  OFFICE,  YONKERS,  N.Y. 

Report  of  the  Yonkers  S.S.I.  Alert  Committee,  February  11,  1974 

On  1  January,  the  Supplemental  Security  Income  Program  (SSI),  replaced 
state  administered  programs  of  public  assistance  to  the  needy  in  the  aged,  blind 
or  disabled  categories.  Recipients  of  public  assistance  in  those  categories  were 
supposed  to  have  been  automatically  "converted"  to  the  new  program.  In  addi- 
tion, many  people  who  were  not  on  welfare  rolls  are  eligible  to  receive  S.S.I., 
because  of  liberal  income  and  resource  exclusions. 

The  S.S.I.  Alert  Committee  is  comprised  of  representatives  from  local  public 
and  private  social  services  agencies.  The  committee  was  originally  formed  under 
the  auspices  of  the  American  Red  Cross,  to  develop  an  outreach  program  for 
persons  potentially  eligible  to  receive  benefits  pursuant  to  the  S.S.I. P.  Although 
this  was  the  goal  of  our  committee,  we  have  found  it  impossible  to  restrict  our- 
selves to  that  primary  objective  in  light  of  the  overwhelming  impact  of  the  many 
crises  engendered  by  the  implementation  of  the  new  program. 

The  suffering  of  many  of  our  blind,  disabled  and  aged  neighbors  since  the 
start  of  the  new  year  has  been  tragic.  The  following  illustrations  are  typical 
examples  of  the  experiences  of  many  S.S.I,  recipients  and  applicants. 

(a)  Mr.  W. :  After  receiving  S.S.I,  checks  for  himself  and  on  behalf  of  his 
wife  and  his  two  disabled  adult  children,  Mr.  W.  was  mugged  on  the  way  home 
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from  the  bank.  Due  to  his  severe  injuries,  he  had  to  be  hospitalized.  His  family 
managed  to  pay  the  rent,  and  to  obtain  food  for  one  week.  At  that  point,  they 
exhausted  their  small  savings,  and  were  destitute.  They  were  told  that  they 
were  not  eligible  for  any  emergency  assistance  from  either  the  Social  Security 
Administration  or  the  Department  of  Social  Services. 

(b)  Ms.  M. :  A  55  year  old  woman  who  is  mentally  disturbed,  Ms.  M.  did  not 
comprehend  the  meaning  of  the  change  from  Aid  to  the  Disabled  to  Supplemental 
Security  Income.  Ms.  M.  spent  the  monies  she  received  from  the  S.S.I.P.  for 
basic  needs  and  to  settle  outstanding  debts.  By  mid-January,  Ms.  M.  was  com- 
pletely destitute.  She  was  ineligible  for  any  form  of  public  assistance. 

(c)  Ms.  N. :  A  3S  year  old  woman  who  is  crippled  as  a  result  of  a  birth  defect, 
Ms.  N.,  along  with  many  others,  did  not  receive  her  S.S.I,  check.  This  check  is 
her  sole  source  of  income.  She  tried  to  contact  the  Social  Security  office  by  tele- 
phone to  try  to  learn  the  cause  of  the  delay  and  to  find  out  how  to  get  some  funds 
to  tide  her  over  until  her  check  arrived.  She  was  unable  to  get  through,  presum- 
ably because  of  the  large  volume  of  incoming  calls  during  the  first  days  of  the 
month.  She  was  therefore  forced  to  go  to  the  office  to  report  her  hardship.  On 
three  separate  days  in  early  January,  despite  inclement  weather  and  her  handi- 
cap, Ms.  N.  managed  to  get  to  the  Social  Security  office.  On  each  occasion,  she 
waited  six  to  eight  hours  along  with  other  needy  and  desperate  aged,  disabled 
and  blind  people.  When  she  was  finally  seen,  she  was  told  that  Social  Security 
could  not  help  her ;  she  would  have  to  go  to  the  Department  of  Social  Services. 
She  went  to  the  local  D.S.S.  office  on  each  of  those  occasions,  but  was  turned 
away  and  told  the  D.S.S.  no  longer  had  any  responsibility  for  her,  since  she  had 
been  "converted"  to  the  S.S.I.P.  Ms.  N.  was  not  given  any  relief  until  a  court 
order  issued  in  the  case  of  Freedman  v.  Berman,  Civ.  No.  315/74,  11  January, 
1974,  required  D.S.S.  to  provide  for  the  essential  basic  needs  of  the  many  West- 
chester County  residents  in  Ms.  N.'s  predicament. 

Our  agencies  are  aware  of  many  people  who  have  experienced  precisely  the 
same  situations  as  those  faced  by  the  W.s,  Ms.  M.,  and  Ms.  N.  These  cases  are 
merely  some  examples  of  the  many  tragic  hardships  encountered  by  so  many 
of  those  who  are  "grandfathered"  into  the  S.S.I.P.  from  the  D.S.S.  roles.  Newly 
eligible  individuals  have  also  suffered  during  this  shakedown  period  for  the  new 
program.  All  of  our  agencies  have  been  overburdened  by  these  crises.  We  are 
incapable  of  dealing  adequately  with  them.  It  is  our  belief  that  these  prob- 
lems will  not  only  continue,  but  will  become  more  acute  with  each  passing  week, 
to  the  detriment  of  the  entire  community.  Furthermore,  the  agencies  repre- 
sented on  the  S.S.I.  Alert  Committee  cannot  in  good  conscience  pursue  the  basic 
objective  for  which  we  came  together  as  long  as  these  emergency  situations  con- 
tinue to  persist. 

In  attempting  to  meet  the  needs  of  those  among  our  clientele  who  are  in,  or 
should  be  in  the  S.S.I.P..  we  have  encountered  many  different  kinds  of  systemic 
inefficiencies  AND  DYSFUNCTIONS.  We  present  the  following  list  of  the  most 
pressing  and  recurring  problems.  Our  list  is  by  no  means  intended  to  be  all- 
inclusive. 

{1)  Non-receipt  of  grants 

In  January,  and  again  in  February,  large  numbers  of  S.S.I,  recipients  did  not 
receive  their  checks  at  the  beginning  of  the  month.  In  January,  some  of  these 
people  did  eventually  receive  their  checks.  Others  still  have  seen  no  check  at  all. 
Some  of  those  who  received  no  January  checks  did  receive  February  checks. 
However,  some  who  received  January  checks  have  not  yet  gotten  their  checks  for 
February.  Present  S.S.I,  recipients  are  virtually  all  former  clients  of  the  De- 
partment of  Social  Services,  (D.S.S.).  This  is  so  because  the  Social  Security 
Administration  gave  priority  to  "converting"  D.S.S.  recipients  to  S.S.I.  Therefore, 
it  is  our  understanding  that  few  if  any  new  applications  for  S.S.I,  have  been 
processed  as  of  this  date. 

Thus,  it  was  the  very  neediest  of  the  aged,  blind,  and  disabled  who  were  de- 
prived of  a  major,  if  not  exclusive  source  of  income  through  the  non-receipt  of 
S.S.I,  checks.  There  are  apparently  two  separate  causes  for  failure  of  a  check  to 
arrive  at  the  recipient's  home.  One  is  labeled  "true  non-receipt"  by  the  Social 
Security  Administration.  This  means  that  a  check  was  in  fact  issued  and  mailed 
out  by  the  Treasury  Department  for  the  Social  Security  Administration.  In 
spite  of  this,  the  check  was  not  delivered  to  the  intended  recipient.  In  many  cases, 
this  was  due  to  addressing  errors.  Other  cases  remain  unexplained. 

During  the  first  two  weeks  of  January,  no  procedure  existed  to  expedite  dupli- 
cation of  checks  in  the  "true  non-receipt"  category.  This  led  to  much  suffering. 
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Many  were  rendered  completely  destitute;  unable  to  pay  rent  and  utility  bills  or 
to  biiy  any  food.  The  Social  Security  office  was  daily  tilled  to  overflowing  with 
long  lines  of  desperate  i>eople  attempting  to  report  missing  checks  and  obtain 
some  form  of  interim  assistance.  These  people  were  bounced  back  and  forth 
between  the  Social  Security  office  and  the  D.S.S.  office,  without  ever  obtaining 
real  relief.  Many  others,  who  are  homebound  due  to  age  or  infirmity,  also  had 
no  recourse. 

Finally,  in  mid-January,  the  Social  Security  Administration  authorized  its 
district  offices  in  Westchester  County  to  obtain  duplicate  checks  for  those  in 
the  "non-receipt"  category  within  twenty  four  to  forty  eight  hours.  However, 
this  authorization  was  only  for  the  month  of  January.  In  February,  the  procedure 
for  replacement  of  a  check  lost  in  the  mail  takes  an  indefinite  period. 

The  second  cause  for  failure  of  checks  to  arrive  is  called  "N.I.F.",  or  "not  in 
file."  This  means  that  the  Social  Seciirity  Administration  computers  show  no 
records  for  a  supposed  recipient.  In  January,  the  status  of  such  people  could  be 
verified  by  checking  the  recoi'ds  of  the  D.S.S.  If  verified  as  a  former  recipient  of 
public  assistance,  an  Emergency  Advance  of  not  more  than  .$100.00  could  be 
issued,  pursuant  to  20  C.F.R.  §  416.  Clearly,  this  advance  cannot  cover  living 
expenses  for  an  entire  month.  In  addition,  once  $100.00  has  been  advanced  to  a 
person,  she  or  he  may  not  receive  any  future  advances.  Thus,  those  who  received 
the  total  advance  in  January,  may  not  receive  any  advance  in  February  if,  once 
again,  no  check  came.  For  February,  the  Social  Security  Administration  has 
Authorized  immediate  replacement  of  checks  for  those  in  the  "N.I.F."  category. 
The  checks  rewritten  will  be  in  the  amount  of  the  recipient's  entitlement,  minus 
any  advance  previously  made.  This  will  still  leave  many  people  with  insufficient 
funds  to  meet  their  expenses. 

Since  this  is  the  second  month  of  no  regular  check  for  many  people,  we  can 
anticipate  many  eviction  proceedings  and  utilities  shut-offs,  unless  prompt  and 
adequate  remedial  action  is  undertaken  immediately. 

(2)  Emergency  Assistance  for  Adults  (E.A.A.) 

OstenS'ively  responding  to  the  crises  created  by  the  implementation  of  the 
S.S.I. P.,  the  New  York  State  Department  of  Social  Services  has  promulgated 
a  regulation  establishing  a  new  category  of  public  assistance  for  S.S.I,  re- 
cipients. The  regulation  purports  to  "meet  the  emergency  needs  when  such  needs 
cannot  be  met  by  the  S.S.I.  Program.",  18  N.Y.C.R.R.§  397.1(a).  The  S.S.I.  Alert 
Committee  finds  the  provisions  of  this  regulation  to  be  inadequate  and  incapable 
of  fulfilling  the  above  articulated  purpose. 

(a)  It  specifically  excludes  granting  assistance  to  those  whose  "unmet  needs 
are  [due]  to  lost  cash,  lost  or  stolen  checks,  or  mismanagement  of  funds." 
ISN.Y.C.R.R.  §  -^.97.9.  This  preclusion  encompasses  virtuallv  all  of  those  des- 
perate and  tragic  cases  our  agencies  have  confronted  during  the  short  life  of  the 
S.S.T.P. 

(b)  In  the  case  of  an  eviction  for  non-payment  of  rent,  no  moving  expenses 
may  be  provided.  18N.Y.C.R.R.§  397.4(d).  This  will  presumably  apply  to  those 
who  could  not  pay  their  rent  because  their  S.S.I,  checks  never  arrived.  Further- 
more, in  general,  moving  expenses  will  be  allowed  only  if  the  move  is  neces- 
sitated by  "condemnation,  fire,  flood  or  similar  catastrophe,  health  reasons, 
or  a  need  to  be  near  to  health  and/or  service  facilities."  74  ADlM-6.  11  January, 
1974.  This  requirement  is  being  narrowly  construed.  Of  seventeen  applications 
for  moving  expenses  during  the  first  two  weeks  of  February,  the  Yonkers  D.S.S. 
office  only  approved  two. 

(c)  E.A.A.  is  available  to  any  recipient  only  once  in  every  two  year  period, 
regardless  of  need.  18N.Y.C.R.R.  §397.4  (e) . 

(d)  No  assistance  is  available  pursuant  to  §  397  to  those  who  have  not  estab- 
lished a  legal  residency  of  a  minimum  of  one  year  in  New  York  State.  18N.Y.C. 
R.R.S  397.3(a). 

(e)  Tlie  provision  establishes  resource  and  income  limitations  which  are  far 
more  restrictive  than  those  in  the  S.S.I.  Program.  Compare  18N.Y.C.R.R. §397.3 (c) 
with  20  C.F.R. §416.  subpart  L.  Therefore,  an  S.S.I,  recipient  who  has  limited 
resources  as  permitted  by  the  S.S.I,  guidelines,  might,  in  a  crisis  situation,  be 
forced  to  liquidate  such  resources  in  order  to  secure  the  minimum  ba.sic  neces- 
sities of  existence. 

(3)  Xlnderhudgeted  conversions 

The  S.S.I,  legislation  requires  the  states  to  provide  mandatory  supplementation 
to  those  S.S.I,  recipients  who  received  public  assistance  benefits  in  December, 
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1DT3,  iu  ainouiits  gi'eater  than  the  level  of  assistance  provided  by  the  S.S.I.P. 
P.L.92-(303;  20  C.F.R.§  416.2070(a  j.  However,  the  law  also  requires  that  those 
iniblie  assistance  recipients  who  had  received  a  monthly  income  that  was  less 
than  the  S.S.I,  level,  should  receive  the  higher  level  of  benefits.  20  C.F.R.§416.2071. 

It  is  the  belief  of  the  S.S.I.  Committee  that  virtually  all  those  in  the  latter 
category  were  converted  at  the  lower  level,  i.e.,  the  exact  amount  of  their  cash 
grant  from  the  D.S.S.  The  Yonkers  office  of  the  Social  Security  Administration 
has  no  procedure  to  correct  these  errors.  Furthermore,  Tlie  Department  of  Social 
Services  has  submitted  Change  of  Status  reports  on  many  of  its  former  clients. 
A  good  number  of  these  indicate  that  increased  benefits  are  due  S.S.I,  recipients. 
However,  we  have  been  informed  that  the  Social  Security  Administration  has 
instructed  the  Yonkers  office  to  retain  these  reports  for  an  indefinite  period, 
rather  than  process  them  as  they  arrive.  Finally,  none  of  the  disabled  children 
iu  the  caseload  of  the  D.S.S.  have  thus  far  been  converted  into  the  S.S.I.P.  In 
many  instances,  this  delay  is  detrimental  to  the  children  involved  in  that  they 
are  entitled  to  increased  S.S.I,  benefits. 

For  all  of  those  who  are  now  receiving  less  than  they  are  entitled  to  get,  the 
result  is  an  unwarranted  continuation  of  suffering.  All  of  them  must  attempt  to 
cope  with  an  extremely  limited  income.  Even  a  miniscule  increase  in  funds  could 
make  a  profound  impact  on  the  quality  of  the  lives  they  live.  We  cannot  accept 
administrative,  bureaucratic  inelficiency  as  a  rationale  for  the  continued  dep- 
rivation of  the.se  people. 

(//)   Neiv  applicants 

For  the  past  several  months,  many  of  the  agencies  represented  on  the  S.S.I. 
Alert  Commitee  have  been  engaged  in  a  diligent  effort  to  locate  potentially 
eligible  persons  for  the  S.S.I.P.  We  have  forwarded  to  the  Social  Security 
Administration  over  200  preliminary  applications  for  S.S.I,  benefits,  as  well  as 
leads  on  still  others  who  might  be  eligible  for  grants.  Of  these,  at  lea.st  175 
wei'e  submitted  prior  to  the  end  of  December,  1973.  It  is  our  understanding  that 
none  of  these  people  have  received  S.S.I,  benefits  to  date.  Nor  has  there  been 
any  indication  that  benefits  will  be  forthcoming  in  the  immediate  future.  Most 
of  these  applicants  are  now  existing  on  very  marginal  incomes,  pi'imarily  OASDI 
pensions  from  the  Social  Security  Administration.  In  view  of  the  basic  pur- 
pose of  the  S.S.I.P.,  see  20  C.F.R.  §  416.110,  this  protracted  waiting  period  is 
indefen.^ible. 

(5)    Needy   eligihles   who   can   get   no   pnhlic   asfsistance 

Our  agencies  have  all  too  frequently  been  faced  with  the  difficult  experience 
of  appeals  from  individuals  in  need  who,  for  one  reason  or  another,  have  not 
been  al)le  to  receive  aid  from  either  the  Social  Security  Administration  or  the 
Department  of  Social  Services.  Mr.  W..  whose  ca-^e  is  discussetl  above,  is  but 
one  illustration  of  this  problem.  Each  agency  represented  on  the  S.S.I.  Alert 
Committee  can  provide  numerous  additional  cases  of  this  kind.  These  people  are 
caught  in  the  gaps  left  by  the  state  and  federal  legislation  implementing  the 
S.S.I.P.  These  interstices  have  left  both  the  Social  Security  Administration 
and  the  Department  of  Social  Services  without  authorization  to  aid  desperately 
needy  people.  The  iMvate  agencies  of  Yonkers  have  done  as  much  as  they  can, 
within  the  constraints  imposed  by  extremely  tight  budgets,  to  assist  these 
people.  An  effort  has  been  made  to  solicit  collections  of  food  and  funds  rfrom 
our  community  to  alleviate  some  of  the  suffering.  It  has,  however,  been  impossible 
to  provide  adequately  for  all  those  in  this  unfortunate  circumstance.  Many  have 
I)een  turned  away  hungry.  Such  a  situation  is  a  scandal  of  major  proportions 
for  our  society. 

(6')    Food  -of  a  nips 

Pursuant  to  P.L.  92-233  (31  December,  1973),  a  large  class  of  those  who 
were  converted  from  the  public  assistance  rolls  of  New  York  State  into  the 
S.S.I.P.  have  been  deprived  of  the  bonus  value  in  buying  power  previously  ex- 
tended to  them  through  authorization  to  purchase  food  stamps.  Participants 
in  the  S.S.I.P.  are  ineligible  for  the  food  stamps  program  if  the  state  agrees  to 
include  the  cash  bonus  of  the  stamps  the  recipients  could  otherwise  have  pur- 
chased in  the  state  supplementation  of  the  basic  federal  grant.  New  York  State 
has  included  $10.00  in  its  Optional  supplement  (which  goes  to  all  new  applicants 
and  to  D.S.S.  "convertees"  whose  public  assistance  grants  were  lower  than  the 
optional  supplementary  level).  However,  all  former  recipients  of  public  assist- 
ance who  received  D.S.S.  grants  in  amounts  greater  than  the  sum  of  the  basic 
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federal  S.S.I,  grant,  plus  state  optional  supplement,  were  converted  at  exactly 
the  level  of  their  D.S.S.  cash  grants.  No  account  was  taken  of  their  previous  food 
stamps  authorization.  They  have  therefore  lost  between  $15.00  and  $20.00  each 
month  in  buying  power  at  the  supermarket.  Although  this  sum  may  seem  paltry 
to  some,  to  these  recipients,  we  know  that  it  has  meant  the  difference  between 
going  hungry  during  the  last  week  in  January,  and  having  sufficient  food  supplies 
to  last  the  entire  month.  We  know  of  many  who  are  extremely  apprehensive  as 
February  progresses.  They  do  not  know  if  they  will  have  food  during  the  last 
week  of  February. 

(6a)  Residency  Requirements 

The  federal  legislation  which  established  the  S.S.I.P.  authorized  the  states  to 
impose  residency  requirements  in  conjunction  with  any  plan  for  optional  supple- 
mentation of  the  basic  federal  grant.  New  York  State  has  elected  to  provide  such 
supplementation,  but  has  also  chosen  to  condition  receipt  of  this  supplement  upon 
a  one  year  period  of  residence  in  the  state,  lO'TS  Session  Laws,  Ch.  516  §  1,  creat- 
ing a  new  §  131-a  §  9(a)  (3). 

This  precise  issue  of  the  power  of  states  to  condition  eligibility  for  public 
assistance  upon  a  period  of  prior  residency  has  been  litigated  many  times.  The 
Supreme  Court  has  consistently  held  that  such  requirements  are  unconstitutional. 
Shapiro  v.  Thomson,  394  US  618  ;  Gaddis  v.  Wyman. 

For  this  reason,  as  well  as  on  humanitarian  grounds,  we  are  distressed  at  yet 
another  attempt  to  promulgate  a  regressive  device  that  should  have  been  finally 
abandoned  long  ago.  We  note  that  Emergency  Assistance  for  Adults  similarly 
purports  to  bar  aid  to  those  who  have  not  established  residency  of  at  least  one 
year's  duration  (see  above).  Although  our  agencies  Iiave  not  yet  encountered 
clients  with  this  problem,  it  is  inevitable  that  this  provision  will  cause  much 
hardship  in  time. 

(7)   Cost-of -Living  Increases 

Many  tenants  in  Yonkers  were  presented  with  rent  increases  of  up  to  20% 
in  .January,  1974.  The  S.S.I.P.  does  not  take  this  into  consideration.  Nor  has 
D.S.S.  indicated  a  willingness  to  provide  for  the  unavoidably  increased  expenses 
of  S.S.I,  recipients.  With  the  cost  of  housing  continually  increasing,  and  in  a 
community  with  a  vacancy  rate  of  virtually  0%,  this  is  a  serious  problem.  It 
is  compounded  by  the  skyrocketing  food  prices  and  upward  adjustments  in  utility 
rates. 

In  addition,  many  special  needs  of  those  in  the  groups  now  covered  by  the 
S.S.I.P.  will  not  be  provided  for  in  any  manner  by  either  the  S.S.I.P.,  or  the 
D.S.S.  These  needs  include  the  expense  of  special  diets,  moving  expenses  in  most 
cases,  non-medical  transportation,  etc. 

Since  the  idea  of  the  S.S.I.P.  is  to  provide  recipients  with  an  income  sufBcient 
to  engender  financial  security,  these  omissions  border  on  vinconscionability. 

(S)  Representative  Payees 

We  recognize  that  within  the  categories  of  persons  covered  by  the  S.S.I.P. 
there  are  many  who,  for  one  reason  or  another,  cannot  manage  money  properly. 
This  incapacity  may  derive  from  senility  or  emotional  disturbances,  or  other 
disabilities.  To  meet  this  problem,  the  Department  of  Social  Services  had  a  sys- 
teni'of  restricted  voucher  payments  combined,  where  appropriate,  with  supportive 
counseling  and  other  forms  of  assistance.  18  NYCRR  Part  331. 

The  SSIP  regulations  include  provision  for  representative  payees  to  receive 
grants  on  behalf  of  SSI  beneficiaries.  20  CFR  §  416,  Subpart  F.  The  regulations 
mandate  a  representative  payee  for  any  SSI  recipient  who  is  addicted  to  drugs 
or  alcohol.  Social  Security  Act  §  1631(a)  (2)  ;  20  CFR  §  416,  601(a).  However,  for 
others  who  may  need  a  representative  payee,  the  regulations  require  that  an 
individual  be  located  who  can  satisfy  the  stringent  qualifications  established. 
We  appreciate  the  rationale  of  protecting  the  beneficiary  from  the  dangers  in- 
herent to  a  system  which  might  allow  for  unscrupulous  representative  payees. 
However,  it  appears  to  us  that  not  enough  thought  has  been  given  to  meeting 
the  needs  of  the  many  SSI  recipients  who  are  not  addicts  and  who  cannot  manage 
their  own  financial  affairs. 

The  homebound  recipients  have  not  been  able  to  find  anyone  willing  or  able  to 
make  the  attempt  to  cash  their  checks  for  them.  Clearly,  these  people  are  in 
desperate  straits.  Some  provision  must  be  made  to  deal  with  this  situation. 
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(10)  Transportation  to  Social  Security  and  other  offices 

For  all  of  those  who  have  jammed  the  Social  Security  offices  since  the  new 
year,  the  expense  in  time  and  money  of  getting  to  these  offices  has  been  enormovis. 
And  it  has  been  borne  by  those  least  able  to  afford  it.  The  paucity  of  public 
transportation  in  Westchester  County  is  well  known.  And  many  of  those  who 
have  had  to  report  in  person  cannot  travel  by  bus,  due  to  the  nature  of  their  han- 
dicaps and  infirmities.  They  have  been  forced  to  take  taxicabs,  borrowing  money 
in  order  to  do  so.  The  only  alternative  to  struggling  to  report  to  the  office  in 
person  has  been  to  attempt  to  get  through  to  the  Social  Security  phone  number 
and  request  a  home  visit  by  the  one  field  worker  assigned  to  the  Yonkers  office. 
This  is  simply  inadequate.  In  the  first  place,  it  is  often  impossible  to  get  through 
by  phone  for  hours — if  not  days — at  a  stretch.  Secondly,  the  one  field  worker 
cannot  handle  the  large  volume  of  requests  for  home  visits.  This  means  that 
many  must  wait  for  inordinately  long  periods  for  service.  Finally,  we  know 
that  there  must  be  many  helpless  people  in  our  community  who  have  not  re- 
ceived checks,  cannot  leave  their  homes,  but  have  no  telephones.  We  fear  for 
the  safety  and  health  of  these  people. 

In  light  of  these  various  problems  inherent  to  the  S.S.I.P.,  the  Yonkers  S.S.I. 
Alert  Committee  makes  the  following  recommendations  and  proposals  concerning 
the  future  course  of  the  S.S.I.P.  We  feel  that,  at  a  minimum,  if  these  proposals  are 
not  acted  upon,  the  only  humane  alternative  is  to  abolish  the  entire  system,  and 
return  to  the  previous  plan  of  state  administered  public  assistance  to  these  cate- 
gories of  i)ersons.  Although  that  arrangement  was  fraught  with  difficulties,  it 
did  not  cause  the  large  degree  and  extent  of  suffering  that  the  S.S.I.P.  has 
created. 

We  recommend  to : 

The  City  of  Yonkers 

(1)  Explore  the  possibilities  for  rent  abatements  for  those  whose  incomes 
are  fixed  by  the  S.S.I.P. 

(2)  Appeal  to  landlords  not  to  initiate  eviction  proceedings  against  those  who 
are  unable  to  pay  rents,  due  to  non-delivery  of  S.S.I,  benefits. 

(3)  Create  a  position  of  ombudsman.  The  ombudsman  should  be  able  to  estab- 
lish liaison  with  the  Social  Security  Administration  and  the  Department  of 
Social  Services,  and  all  the  private  agencies  serving  the  residents  of  Yonkers. 
He  or  she  should  be  able  to  act  on  behalf  of  those  in  need,  to  prevent  the  kind 
of  tortuous  run-around  to  which  many  S.S.I,  recipients  and  applicants  have  been 
subjected  during  January  and  February,  1974. 

(4)  Allocate  funds  to  be  used  to  transport  S.S.I,  recipients  and  applicants  to 
the  Social  Security  office,  the  Department  of  Social  Services,  or  other  places. 
These  funds  should  be  used  for  transportation  expenses  of  S.S.I,  recipients  when 
those  expenses  are  not  reimbursable  through  the  Medicaid  program. 

(5)  Support  the  C.A.P.  effort  to  secure  donations  oi'  food  and  funds  to  aid 
those  who  are  not  eligible  for  any  form  of  public  assistance. 

(6)  Go  on  record  as  endorsing  all  of  our  recommendations,  to  Yonkers,  as 
well  as  to  Westchester  County,  New  York  State,  and  the  federal  government. 

Westchester  County 

(1)  All  of  the  above  recommendations  also  apply  to  Westchester  County. 

(2)  The  Westchester  County  Department  of  Social  Services  should  reverse  its 
decision  not  to  act  as  representative  payee  to  its  former  clients  who  cannot  man- 
age their  S.S.I,  grants.  This  should  be  considered  as  one  component  of  services 
to  S.S.T.  recipients,  and  therefore  still  the  responsibility  of  the  County  Depart- 
ment of  Social  Services. 

(3)  Since  Medicaid  Identification  cards  are  now  issued  by  the  County  Depart- 
ment of  Social  Services  on  a  monthly  basis,  the  Department  should  guarantee 
that  all  Medicaid  participants  will  receive  their  new  Identificatioin  cards  PRIOR 
to  the  expiration  dates  on  the  old  card. 

(4)  The  appeal  of  the  decision  in  the  case  of  Freedman  v.  Derman,  Civ.  No. 
315/74,  should  be  immediately  withdrawn  in  the  interests  of  justice. 

Islew  York  State 

(1)  Pursuant  to  the  authority  created  by  1973  Session  Laws.  Chapter  516, 
§  10,  the  New  York  State  Department  of  Social  Services  should  promulgate  regu- 
lations to  provide  for  the  needs  of  S.S.I,  recipients  which  are  unmet  by  the 
S.S.I.P.  Such  special,  and /or  recurring  needs  include  moving  expenses,  trans- 
portation for  non-medical  purposes,  medically  required  diets,  rent  and  utilities 
increases,  etc. 
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(2)  The  Department  of  Social  Services  shoTiM  immediately  rescind  18 
N.Y.G.R.R.  §  397  (Emergemcy  Assistance  for  Adults)  and  promulgate  a  mean- 
ingful system  of  assistance  for  tliose  S.S.I,  recipients  with  emergency  needs. 
The  operation  of  the  section  should  be  retroactive,  so  as  to  cover  those  who  were 
forced  to  borrow  from  friends  or  relatives  in  order  to  survive  in  January  and 
February. 

(3)  The  legislature  should  abolish  any  form  of  residency  requirement  now  in 
existence  im  conjunction  with  the  S.S.I. P. 

(4)  Any  increases  in  the  basic  federal  grant  passed  by  Congress  should  be 
passed  along  to  S.S.I,  beneficiaries.  New  York  State  should  under  no  circum- 
stances reduce  State  supplementation  when  the  federal  S.S.L  grant  is  increased. 

(5)  The  food  stamps  "cash  out"  plan  should  be  re-examined.  If  the  plan  is 
retained,  each  S.S.I,  recipient  sliould  be  given  an  amount  equal  to  the  ACTUAL 
cash  bonus  in  buying  power  for  which  that  recipient  would  have  been  eligible 
had  he  or  she  been  able  to  purchase  food  stamps. 

Federal  Government 

(1)  Cost-of-living  increases  that  will  be  passed  along  to  the  beneficiaries  should 
be  built  into  the  S.S.I. P. 

(2)  With  regard  to  food  stamps.  P.L.  93-233  should  be  repealed.  Either  S.S.I. 
beneficiaries  should  have  eligibility  for  food  stamps  determined  on  straight 
financial  grounds,  exactly  as  if  they  were  not  in  the  S.S.I. P..  or,  the  actual  cash 
bonus  that  a  recipient  would  have  received  under  tlie  above  option  sliould  be 
included  in  that  recipient's  S.S.I,  grant. 

(3)  The  Social  Security  Administration  should  be  required  to  immediately  in- 
crease its  staff  at  local  offices  so  that  it  will  no  longer  be  necessary  for  S.S.I,  ap- 
plicants and  recipients  to  endure  lengthy  waits  at  these  offices.  Priority  should  be 
given  to  assigning  fieldworkers  to  all  local  offices  where  they  are  needed. 

(4)  All  applications.  S.S.I.  Alert  forms,  "status  change  reports"  from  the 
Department  of  Social  Services,  and  similar  papers  should  be  processed  immedi- 
ately. If  additional  staff  is  needed  for  this  purpose,  it  should  be  hired. 

(5)  Pursuant  to  §2070  of  20  C.F.R.,  all  public  assistance  recipients  in  New 
York  State  who  were  "converted"  to  the  S.S.I. P.  at  a  level  of  payment  that  is 
lower  than  the  S.S.T.  flat  grant  for  New  Y'ork  State  should  immediately  have 
their  grants  raised  to  the  proper  level.  This  action  should  be  taken  no  later  than 
1  March,  1974.  and  should  ))e  retroactive  to  1  January.  1974.  No  action  should  be 
required  of  recipients  in  this  class  in  order  for  them  to  be  budgeted  at  the  proper 
level.  Administrative  confusion  and  defective  computers  are  no  excuse  for  de- 
priving these  people  of  funds  to  which  they  are  statutorily  entitled  and  without 
which  it  is  impossible  for  them  to  sustain  a  minimally  acceptable  standard  of 
living. 

(6)  The  "Not  in  File"  category  must  be  eliminated  completely  within  one 
month.  If  it  becomes  necessary  to  "borrow"  computer  time  from  some  other 
agency,  this  should  be  done. 

(7)  AVith  regard  to  those  in  the  "true  non-receipt"  category,  the  Social  Secu- 
rity Administration  should  correct  its  addressing  errors  within  one  month.  It 
should  also  provide  for  a  standard  procedure  for  courier  service  to  replace 
checks  not  delivered  to  S.S.I,  beneficiaries  by  the  third  day  of  any  month,  within 
twenty  four  hours.  This  process  should  be  applicable  regardless  of  the  reason  fur 
the  non-receipt. 

ITEM  7.  STATEMENT  SUBMITTED   BY  JOSEPH  BUNZEL,  PROFESSOR, 
STATE  UNIVERSITY   COLLEGE   OF   BUFFALO,   BUFFALO,  N.Y. 

Thank  you  Mr.  Chairman  for  the  opportunity  to  state  some  basic  principles 
for  a  rethinking  of  the  futuie  directions  of  Social  Security.  Some  time  ago  I 
wrote  a  brief  reply  to  an  article  in  Reader t<  Dic/efit  entitled  "Anti-Social  In- 
security," which  was  included  in  your  files.  With  your  permission  I  would  like 
to  quote  from  that  article. 

In  the  April  issue  of  the  Reader. t  Dif/e.9t,  IMr.  Robert  J.  Meyers,  at  that  time 
chief  actuary  of  the  Social  Security  Administration,  wrote  an  article  in  which 
he  posed  the  basic  question  whether  or  not  the  United  States  wants  its  social 
security  dollar  as  a  basic  "fioor  of  ])rotection"  or  whether  it  wants  "an  infinitely 
expanding  and  infinitely  costly  all-purpose  umbrella." 

lie  then  T)roreoded  to  name  a  fairly  large  niuiiber  of  persons  and  organiza- 
tions who  in  his  oi)inion  are  exjiansionists  in  that  they  wish  to  "boost  retire- 
ment benefits  without  letting  the  public  in  on  the  economic  consequences." 
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Because  Mr.  Meyers  names  as  the  only  representatives  of  tlie  academic  com- 
munity myself,  apparently  on  grounds  of  my  statement  for  the  Record  for  the 
U  S.  Ways  and  Means  Committee  (Part  7,  Nov.  13,  1969,  pg.  2697-2730,  inclu- 
sive), I  "feel  it  incumbent  upon  myself  to  clarify  the  basic  question  whether  in 
fact  persons  or  organizations  who  are  working  for  a  revision  of  Social  Security 
ideology  should  or  could  be  called  expansionists. 

Mr  Meyers  chooses  a  motley  round  of  strawmen,  among  them  the  National 
Council  of  Senior  Citizens ;  former  Vice-President  Hubert  H.  Humphrey ;  former 
Secretary  of  Health,  Education,  and  Welfare  Wilbur  H.  Cohen ;  Representative 
Wilbur  H.  Gilbert  of  New  York  and  others  who  may  or  may  not  agree  with  each 
other.  I  myself  disagree  strongly  with  the  Couneifs  so-called  study  which  in 
fact  is  a  reworking  of  Mr.  Meyers'  own  figures  and  arguments,  particularly  with 
regard  to  earned  income  after  65. 

Basic  Floor  of  Protection 

I  believe  that  Mr.  Meyers  is  historically  correct  and  I  said  so  in  a  statement 
that  Social  Security  wan  initially  created  to  put  a  basic  floor  of  protection 
under  the  elderly  destitutes  of  the  thirties.  My  witnesses  of  the  time,  who  like 
Mr.  Meyers,  are  still  in  Federal  Service,  spoke  about  a  three-legged  milking 
stool,  a  comparison  which  will  sound  strange  to  the  super-urbanized,  megalop- 
olis-reared youth  of  today;  the  three  legs  of  the  stools  being  private,  savings 
and  investments,  private  retirement  plans  and  insurance,  and  social  security  as 
a  supplement  or  psychologically  tolerable  substitute  to  old  age  pension,  or 
welfare. 

I  have  no  disagreements  with  Mr.  Meyers  on  that  account,  nor  do  I  disagree 
with  him  in  the  assertion  that  simple  adjustments  have  brought  about  some 
modest  increase  of  benefits,  distributed  in  accordance  with  contributions.  I  do 
disagree  with  him  strongly,  however,  when  he  tries  to  tell  us  that  the  fact  that 
individual  Americans  own  about  34  million  homes  as  compared  with  12  million 
is  an  advantage  or  constitutes  progress.  And,  I  disagree  with  him  strongly  when 
he  tries  to  tell  us  that  life  insurance  has  climbed  from  102  billion  to  113  billion 
and  personal  savings  from  3  billion  to  40  billion  and  that  this  is  due  to  Social 
Security.  My  disagreement  is  mixed  with  indignation  when  he  indicates  that 
private  hospital  insurance  has  increased  from  12  million  to  170  million  from 
1940,  and  this  is  because  of  social  security. 

Social  Security  had  little  if  anything  to  do  with  all  this.  I  also  feel  that  the 
tripling  of  home  ownership  in  forty  years  (and  I  throw  in  two  million  homes 
for  good  measure)  is  well-nigh  irrelevant  and  only  indicative  of  the  power  of 
advertising  with  which  real  estate  interests  have  been  able  to  convince  the 
American  public  that  their  best  bed  is  to  be  found  in  the  overcrowded,  one- 
family  slums  of  tomorrow. 

Airless,  waterless,  polluted  and  insecure,  without  past  or  future  and  with 
the  burning  desire  of  the  disadvantaged  to  bow  their  neck  under  the  joug  of 
past  cavemen's  dreams,  social  security  cannot  be  blamed  or  praised  for  any  of 
these  consequences  of  unplanned  urbanization.  Mr.  Meyers  then  concentrates 
on  hospital  insurance  and  on  private  pension  plans  about  w^hich  more  later. 

In  a  previous  statement  for  the  House  Ways  and  Means  Committee.  I  have 
snl)mitted  some  personal  credentials;  1  have  taken  care  to  point  out  that  I  am 
far  from  being  a  starry-eyed  radical ;  but  rather  that  I  grew  up  in  a  conserva- 
tive civil  service  background  and  years  of  executive  experience  in  the  insurance 
business. 

It  is  easy  for  me  to  understand,  therefore.  Mr.  Meyers'  shock  that  I  and  others 
feel  that  tiie  piecemeal  approach  to  social  security  is  not  good  enough  any  more. 
Mr.  Meyers  and  many  of  the  legislators  are  in  the  uncomfortalde  position  of  a 
boy  who  at  his  24th  birthday  finds  that  the  suit  daddy  bought  him  when  he  was 
14!  in  spite  of  all  the  patches  mother  put  on.  just  won't  wear  any  more. 

T  do  agree  with  his  quote  that  the  conflict  is  not  a  simple  battle  of  numbers 
but  a  battle  of  philosophies.  Unfortunately,  my  so-called  fellow  expansionists  do 
not  see  it  this  way.  Again  and  again  T  have  warned  that  deep-seated  attitudes 
interconnected  with  urbanization,  under-housing  and  many  other  vital  problems 
of  our  time,  cannot  be  dealt  with  in  terms  of  5%  or  10%  or  15%  increases,  not 
even  if  a  sliding  benefit  scale  sliould  be  adopted. 

My  analysis  of  the  Gilbert  bill  and  my  proposal  indicates  that  these  are  ap- 
proximately 17  years  apart.  In  other  words.  I  feel  that  we  have  to  start  where 
Mr.  Gilbert  wishes  to  be  in  17  years.  This  is  not  a  matter  of  expansion.  This  is 
indeed  a  matter  for  attitudinal  change. 
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Tax  Rebates  fob    Low  and  Middle  Income  Groups 

Mr.  Meyers  is  appalled  that  the  taxable  wage  base  should  be  rocketed  from 
$7,800  to  $100,000  a  year.  I  stopped  at  $100,000  only  because  the  number  of  per- 
sons with  wages  over  $100,000  is  relatively  small.  Today,  1974,  I  feel  there 
should  be  no  restrictions  whatsoever,  however,  not  only  wages  but  all  income 
should  be  taxed  and  the  lower  and  middle  income  groups  should  receive  con- 
siderable tax  rebates. 

The  fiction  that  social  security  is  a  contract  and  not  a  tax  has  long  been 
given  up.  The  National  Council,  on  the  other  hand,  is  appalled  that  I  wish  to 
exempt  all  incomes  up  to  $25,000  a  year  from  losing  social  security  because  it 
is  a  contract  in  which  the  government  has  engaged  with  the  citizen ;  it  tries  to 
show:  a)  that  it  would  benefit  only  a  million  and  a  half  people  if  they  could 
earn  as  much  as  they  wanted  or  could  after  age  65  or  before  age  72,  and  b)  that 
the  $5,000,000  or  so  that  it  would  cost  be  used  better  to  advantage  to  supple- 
ment the  miserable  pittance  of  orphans  and  widows.  I  cannot  admit  any  value 
to  this  argument.  If  we  can  afford  to  wage  a  far-flung  war,  go  to  the  moon,  bail 
out  railroads  and  crooked  brokers,  incompetent  bankers,  and  support  three  tiers 
of  the  most  expensive  political  system  the  world  has  ever  seen,  then  surely  we 
can  also  afford  another  million  and  a  half  for  widows  and  orphans  without 
having  to  compromise  on  a  completely  different  plan  a  modicum  of  income 
maintenance  if  not  in  pre-retirement  then  at  least  in  post  retirement. 

Mr.  Meyers  parenthetically  remarks  that  a  10%  hike  in  benefits  would  ade- 
quately offset  increased  living  costs  written  in  April  1970  can  only  be  considered 
an  unwilling  and  unwitting  sneer  since  the  base  from  which  the  10%  ought 
to  be  taken  is  approximately  65%  below  par. 

The  same  issues  of  the  Digest  brings  a  quip  showing  a  man  who  earned 
.$5,000  a  year  had  $4,941  left  to  spend  after  taxes;  that  same  man  today  has  to 
earn  $14,282  because  taxes  have  chipped  away  $2,083  and  inflation  has  drawn 
off  $7,258. 

It  may  well  be  true  that  the  Gilbert  bill  "is  the  expansionist  torch  of  progress." 
For  me  it  would  only  be  a  shy  and  timely  begiiming  because  the  National  Coun- 
cil of  Senior  Citizens  and  the  American  Association  of  Retired  Persons  have 
not  come  to  grip  with  the  essential  necessities  of  social  security.  These  essen- 
tials are  at  least  thinking  of  our  national  attitudes  towards  age  and  health, 
work  and  play :  a  corresponding  rather  to  the  economics  which  are  necessitated 
than  to  their  relationships. 

In  the  last  20  years  I  have  attempted  in  a  series  of  small  empirical  studies  to 
show  in  what  direction  such  rethinking. should  go  if  we  are  to  maintain  a  free 
economy.  In  1965,  I  have  pointed  to  a  national  malaise  which  I  have  called 
gerontophobia,  briefly  defined  as  an  unreasonable  and  irrational  hatred  and 
fear  of  the  elderly,  expressed  in  a  multitude  of  ways,  by  approximately  20% 
of  the  sample  population. 

I  have  distinguished  between  medical,  legal,  and  social  gerontophobia,  and 
within  these  areas  I  have  dwelled  on  such  fields  as  architectural,  educational, 
blue-collar  and  white-collar  gerontophobia. 

With  great  glee  I  have  noted  that  Professor  Alex  Comfort,  the  outstanding 
British  gerontologist,  has  also  coined  this  word  quite  independently  in  1967, 
reserving  it  entirely  for  the  medical  profession.  The  reasons  for  medical  geron- 
tophobia are  not  far  to  see.  Physicians  and  especially  young  physicians  are 
quite  imhappy  if  they  cannot  show  quick  dramatic  results  of  their  work.  The 
elderly,  even  the  well  elderly,  do  not  promise  a  good  return  on  the  intellectual, 
spiritual  and  even  monetary  investment  of  the  physician.  A  number  of  older  men 
for  a  variety  of  reasons,  freqiiently  go  into  this  field,  out  of  guilt  feelings,  for 
scientific  awards  or  research  grants,  but  obviously  the  pediatrician  has  better 
chance  for  fame,  success  and  riches. 

Tender  Loving   Care   of  People 

The  geriatric  nurse  is  usually  the  one  who  is  least  informed,  the  most  patient, 
the  one  that  does  least  expect  results  of  treatment :  instead  of  assigning  the 
best  and  most  energetic  nurse  to  the  geriatric  wards,  and  especially  the  geriatric 
wards  in  mental  hospitals,  the  most  routinized  are  being  assigned.  Treating 
each  patient  as  a  terminal  case  before  physical  and  mental  deterioration  has 
already  started,  how  much  more  when  a  docile  hospital  population  is  entrusted 
to  the  tender  loving  care  of  people  on  their  own  way  out,  by  and  large  neither 
Interested  or  empathetic  with  the  older  patient.  Only  the  event  of  medical  care 
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with  its  incommensurate  rewards  lias  brought  about  some  change  for  a  short 
while. 

The  situation  of  the  nursing  homes  is  one  of  the  greatest  scandals  this  coun- 
try has  ever  witnessed.  Congressman  Pryor  has  been  and  is  trying  to  remedy  the 
situation,  but  one  could  fill  page  upon  muckraking  page  with  the  shame  and 
scandal,  and  accounts  of  this  festering  boil  in  the  body  politic.  Rarely  a  day 
goes  by  without  some  elderly  persons  being  killed  by  fire  or  smoke  from  an 
ill-ventilated  or  otherwise  unsafe  building  used  as  a  home  for  the  elderly. 

Medical  geroutophobia  has  been  supported  by  legal  gerontophobia  not  only 
and  not  even  mainly  in  Congress,  but  in  the  state  houses  and  townhalls  not  so 
much  because  of  ill-will,  but  because  of  the  great  output  of  legislative  activity 
in  this  country.  Being  trained  in  the  common-law  tradition,  the  legislator  looks 
backward  for  precedent  but  must  as  a  social  planner,  look  forward  to  changes 
and  developments. 

I  have  shown  elsewhere  that  all  law  is  caste  law  and  all  justice  class  justice, 
and  that  law  and  justice  have  little  or  nothing  at  all  to  do  with  each  other. 
How  much  more  this  is  true  in  the  case  of  social  security  laws  that  are  un- 
reachable by  justice  for  lack  of  administrative  court  procedures,  when  only  the 
majesty  of  the  court  law  protects  and  upholds  the  social  security  of  the  indi- 
vidual and  the  nation.  The  ruling  caste  in  the  United  States  is,  of  course,  the 
business-oriented,  white  upper-middle  class  conditioned  by  its  waspish  charac- 
ter:  basically  generous  to  be  sure,  but  highly  paternalistic,  still  extremely 
intent  on  adjustment  and  conformity  with  its  ideals  and  values. 

Highest  among  these  values  are  confidence  in  rationality,  belief  in  education 
as  means  of  perfectability,  and  the  buttressing  of  human  dignity  by  a  way  of 
life  that  used  to  include  aging. 

With  touching  regularity,  the  Judeo-Christian  veneration  of  age  is  being  in- 
voked every  time  some  obviously  gruesome  shortcoming  has  been  discovered. 
By  the  same  token,  no  real  and  thorough  reform  can  be  expected  or  attempted 
unless  and  until  the  root  cause  has  been  found,  described  and  removed. 

These  lines  are  being  written  at  the  fifth  anniversary  of  the  Older  Americans 
Act  and  indeed  much  legislative  progress  has  been  made.  It  is  important  to 
indicate,  however,  that  such  progress  has  been  made  without  insight  and  in 
approximately  the  same  fashion  as  labor  protection  laws  have  been  passed  to 
turn  possible  revolutionary  tendencies  into  evolutionary  channels  by  maintain- 
ing the  basic  structure. 

This  can  only  be  done  with  the  consensus  of  the  governed  and  this  will  be- 
come more  difficult  from  decade  to  decade,  even  from  year  to  year. 

Priorities   Outlined  by  AoA 

The  priorities  of  the  old  and  aging,  as  mentioned  in  the  12th  June-July  issue 
of  Aging,  the  oflScial  organ  of  the  Administration  of  Aging,  are :  strengthening 
of  state  agencies/development  of  more  comprehensive  state  and  local  pro- 
grams/use of  talent,  skills,  experience  of  older  Americans  in  voluntary  services 
and  employment  activities/inclusion  of  services  for  the  elderly  in  the  model  city 
programs/improved  nutrition  and  transportation/development  of  truly  multi- 
purpose senior  centers  as  vehicles  for  delivery  of  services  and  opportunities/an 
all-out  attack  on  isolation/and  finally,  development  of  a  national  policy  on 
aging.  I  think  it  is  ironic  that  first  chaos  must  be  created  by  the  so-called 
federalism  before  order  is  even  to  be  thought  of. 

The  recent  admirable  statement  of  the  President  of  the  New  Jersey  Council  of 
Senior  Citizens  in  the  Hearings  before  the  Senate  Committee  on  Aging  goes 
even  further;  he  wishes  to  abolish  all  tax  exempt  statutes  of  foundations,  of 
municipal  bonds ;  he  overlooks  the  churches,  however.  He  wishes  to  eliminate 
the  oil  depletion  allowance  and  he  develops  an  interesting  scheme  based  on 
public  exploitation  of  shale  lands.  This  is  just  one  instance  of  many  in  which 
the  so-called  expansionists  are  very  much  aware  indeed  of  the  cost  of  the 
programs  they  advocate  and  the  cost  of  the  dollars,  to  pay  for  the  ever  increas- 
ing cost  of  aging  in  the  United  States. 

The  history  of  medicare  and  even  more,  medicaid,  presents  good  examples. 
Keeping  to  the  principle  of  self-insurance,  the  elderly  are  expected  to  carry  as 
much  as  possible  on  his  own.  Four  dollars  may  be  little  for  one  and  again  a 
great  deal  for  another.  The  introduction  of  the  term  medically  indigent  does 
not  account  for  the  erosion  of  the  middle  class  and  the  uneasy  truce  between 
white  and  blue-collar  workers. 
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Formerly,  the  greatest  advantage  of  the  white  collar  worker  consisted  in 
eniployuiei'it  security  and  status.  Also,  the  white  collar  worker,  by  and  large, 
had  a  higher  yearly  income  than  the  blue  collar  w^orker.  Today  this  is  far  from 
true.  Blue  collar  workers  are  nearing  the  annual  wage.  Television  and  commer- 
cial recreation  have  equalized  social  status,  in  fact,  the  wife  of  the  plumber 
has  a  better  chance  to  get  a  job  than  the  wife  of  the  bookkeeper.  Benefits  from 
health  and  accident  insurance  policies  and  brotherhoods  of  unions  are  by  and 
large  superior  to  those  of  teachers  and  accountants.  Only  social  security  re- 
mains approximately  the  same,  mainly  because  it  reflects  older  standards  and 
former  values.  The  Office  of  Research  and  Statistics  of  the  Social  Security 
Administration  reports  for  June  18,  1970,  that  the  average  medical  bill  for 
each  person  under  65  $210,  and  that  nearly  one  half  of  it  came  directly  out  of 
the  individual's  pocket.  If  we  added  the  cost  of  insurance  itself,  which  is  at 
least  under  $100  per  year,  we  find  that  the  average  medical  bill  is  paid  in  full 
or  nearly  in  full  by  the  person  i;nder  65.  For  the  older  person,  the  average 
medical  bill  is  $692,  with  an  out-of-pocket  outlay  of  $163.  However,  again  we 
would  have  to  add  at  least  the  $50  insurance  cost  and  probably  a  good  deal 
more.  We  do  not  wish  to  go  into  the  unnecessary  details,  but  the  viewpoint  of 
social  seciirity  to  maintain  what  is  euphemistically  called  fiscal  neutrality 
should  be  mentioned  here.  (Robert  O.  Brxmner,  Department  of  Health,  Educa- 
tion and  Welfare,  Research  and  Statistics  Note  #8.  June  19,  1970.) 

The  question  is.  of  course,  whether  trust  fund  transaction  in  a  unified  budget 
should  underscore  the  fiscal  impact  of  the  fiscal  program,  because  obviously 
social  security  with  its  billions  of  dollars  exerts  a  powerful  influence  as  a 
total  for  government  budgets. 

Development  of  Responsible  Welfare   Policy 

There  is  a  question  that  benefits  in  the  last  years  have  been  considerable, 
liut  so  has  been  the  increase  in  the  surplus  which  is  projcted  to  be  14.222  mil- 
lion for  the  year  1971/1972.  The  proper  management  of  these  considerable 
amounts  is  a  cause  for  real  anxiety,  not  for  eager  expansionists  who  wish  to 
get  their  hands  on  those  surpluses  i)ut  rather  for  the  development  of  a  respon- 
silile  welfare  policy  by  a  government  that  is  authentically  responsive  to  the 
wishes  of  the  governed. 

Social  Security  belongs  in  the  hands  of  intelligent  businessmen  in  enlightened 
social  planning  out  of  reach  of  greedy  politicians  just  as  much  as  niggardly 
insurance  experts. 

In  order  to  give  a  very  brief  STimmary  of  my  original  proposition.  I  shall  set 
down  in  capsule  form  the  main  points  of  a  basic  policy.  It  should  be  taken  into 
account,  however,  that  I  had  to  leave  out  argumentation  and  documentation 
as  well  as  many  specific  propositions  and  statistical  proof. 

Bfffiic  Proposals,  deviating  in  some  instances  greatly  from  propositions  taken 
by  either  the  Administration  on  Aging,  any  of  the  official  or  unofficial  bodies 
and/or  personalities  within  and  out  of  Congress  partly  suggested  previously  by 
me. 

Raise  benefits  to  a  minimum  of  $250  a  month  regardless  of  contribution  if  so- 
cial security  is  the  only  major  income. 

All  benefits  on  sliding  scale  geared  to  1970  standard  of  living. 
Raise  contribution  to   10%   of  all  incomes  from   wage  earners ;   5%   from  all 
employers. 

Raise  contribution  base  to  $100,000  of  earned  income,  including  bonuses,  allow- 
ing for  graduations  to  profit  middle  income. 

Raise  earning  limits  to  $25,000  for  persons  between  ages  65  and  72. 
Some  specifics — 

Equalize  payments  of  widows  and  dependents. 

Each  person,  regardless  of  marital  status  is  entitled  upon  reaching  a  given  age 
or  in  the  case  of  disability  upon  establishment  of  eligibility  to  the  full  amount 
(eliminate  the  necessity  for  two  persons  to  live  with  each  other  without  being 
al)le  to  marry  in  order  not  to  lose  their  full  benefits.) 

Attach  full,  mandatory  health  insurance  to  social  security  system  (for  that 
reason  the  money  is  needed  to  abolish  medicaid  and  medicare  and  replace  with 
womb-to-tomb  coverage  for  all  sickness,  disability  of  any  description  whatso- 
ever (dental,  eyeglasses,  mental  health,  etc.) ). 
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If  necessary  create  federal  health  corps  using  public  health  service  as  anchor 

and  nucleus,  take  entirely  out  of  the  hand  of  state  except  purely  administi'a- 

tively. 

Realize  that  misuse  of  a  system  does  not  invalidate  the  system  but  only  speaks 

against  misusers. 

Combat  gerontophobia  by  re-education,  sensitization  and  insight  therapy. 

Since  this  was  written,  I  have  come  to  the  considered  opinion  that  Social 
Security  should  not  be  amended  from  time  to  time  benefitwise,  but  has  to  be 
I'ethouglit  completely.  While  it  is  true  that  certain  actuarial  principles  must, 
of  course,  be  applied.  Social  Security  must  be  revamped  in  such  a  way  as  to 
guarantee  each  person  approximately  65%  of  his  earnings  before  retirement  as 
pension. 

Tliis  is  the  goal  and  it  is  quite  obvious  that  the  present  method  can  lead  only 
in  a  minority  of  cases  to  its  achievement.  Increase  in  benefits  which  are  Im- 
mediately absorbed  by  inflation  elicit  only  a  bitter  snear.  Not  only  is  the  stand- 
ard of  living  index  of  tlie  Bureau  of  I^abor  Statistics  a  fraud  and  a  dillusion, 
even  tlie  BLS  arrived  figure  of  $5,000  is  unrealistic  and  unobtainable. 

Basic   Standard  of  American  Life 

Tlie  mistake  in  the  logic  is  to  attempt  to  patch  up  a  system  which  has  be- 
come threadbare  througliout  the  years.  Social  Security  has  become,  and  in  fact 
nuist  become,  the  basic  standard  of  American  life.  It  must  be  seen  as  what  It 
is — a  tax  wliich  must  be  staggered  progressively  with  income.  Earning  limits 
and  limitations  of  the  base  must  fall.  On  a  given  day  in  the  near  future  all 
SfK'ial  Security  benefits  must  be  adjusted  upward  but  at  the  same  time  the 
Social  Security  tax  of  the  person  earning  $100,000  must  be  more  than  ten  times 
that  of  the  person  earning  ,$10,000. 

This  can  be  achieved  in  one  of  two  ways,  either  as  a  vanishing  tax  credit 
for  the  lower  and  middle  income  groups  (up  to  .$20,000),  or  a  progressive  per- 
centage after  $20,000. 

Tf  this  does  not  happen  the  sociological  consequences  are  only  all  too  clear. 
Tliere  will  result  complete  and  total  destruction  of  the  already  demoralized 
middle  income  group,  the  gross  income  of  wliich  lies  between  $10,000  and  $25,- 
000.  whicli  at  this  writing  is  torn  between  inflation  and  recession. 

According  to  the  recent  testimony  of  Mr.  Ball  whose  expertise  cannot  be 
doubted,  the  Social  Security  Administration  does  not  foresee  basic  changes  in 
i(s  composition.  I  am  deeply  touched  by  the  earnestness  and  goodwill  of  the 
committee  and  each  individual  meinber :  at  tlie  same  time  I  am  also  convinced 
that  the  present  system  of  ''improvements"'  and  amendments  can  only  lead  to 
a  total  disintegration  of  ,ind  disilbision  witli  the  Social  Security  system  and 
with  it  will  effect  lethally  the  body  politic. 

For  many  years  now.  T  too  have  believed  that  amendments  far  more  radical 
tlian  the  ones  which  have  been  approved  so  far  or  even  suggested  might  help. 

However,  a  few  sore  spots  and  immediate  remedial  steps  that  could  be  taken 
should  be  mentioned  specifically. 

In  order  to  forestall  discrimination,  the  word  "age"  should  be  added  to  title 
VI  of  the  Civil  Risrlits  Act  of  1904,  title  VII  of  the  Civil  Rights  Act  of  1964  as 
amended  liy  the  Eoual  Employment  Opportunity  Act  of  1972:  Executive  Order 
11246  as  amended  by  11?,75;  Equal  Pay  Act  of  196,S  as  amended  by  the  Educa- 
tion Amendment  of  1972  ("Higher  Education  Act)  :  title  IX  of  the  Education 
Aniendmont  of  1972  (Higlier  Education  Act)  :  and  title  VII  and  title  VIII  of 
the  Pulilic  Health  Service  Act  as  amended  by  the  Comprehensive  Manpower  Act 
and  the  Nurse  Trainincr  Amendment  Act  of  1971. 

The  earnings  limitation  must  fall  entirely.  The  computation  and  enforcement: 
of  the  piddling  amount  (estimated  even  by  its  enemies  at  not  more  than  four 
million  dollars  per  annum)  cost  at  least  half  of  the  sums  thus  saved.  Moreover, 
the  human  anguish  and  frustration  connected  with  it  would  not  be  worth  the 
difference  in  any  event.  Tliis  limitation  is  a  leftover  of  19th  century  thinking 
whicli  is  precisely  why  it  must  go. 

.Another  leftover  is  the  contributoi-y  base  which  taxes  the  lower  and  middle 
income  group  out  of  competition  l>y  allowing  the  upper  income  group  to  con- 
tribute an  infinitestimal  amount  of  its  income  for  a  pension  which  presumably 
will  never  be  needed  (the  famous  example  of  the  retired  millionaire  actor  comes 
to  mind  who  in  January  earns  $25,000  for  one  performance  and  thereupon  re- 
ceives throughout  the  year  the  highest  available  Social  Security  benefits). 
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The  argument  that  the  lower  aud  middle  income  groups  receive  a  great  deal 
more  in  benefits  as  would  correspond  to  their  being  insured  by  a  private  in- 
surance company  does  not  wash.  Again  it  is  part  and  parcel  of  actuarial  19th 
century  thinking  instead  of  community  oriented  21st  century  philosophy. 

Group-Okiented  Philosophy 

We  can  discern  quite  clearly  this  philosophy  which  is  by  needs  We-oriented 
instead  of  I-oriented  or  to  put  it  another  way,  group-oriented  instead  of 
individual-oriented. 

Theoretical  excursus.  One  of  the  major  difficulties  for  legislatures  to  legislate 
in  this  country,  especially  in  the  States  and  the  major  and  minor  civil  subdivi- 
sions, is  the  fact  that  the  plurality  of  legislators  is  brought  up  in  the  common 
law  which  by  its  very  nature  is  backward  looking  for  precedent  and  experience. 
Technological  changes,  however,  have  brought  about  social  upheaval  of  such 
proportion  that  planners  or  as  they  like  to  be  called  futurologists,  are  needed 
to  be  almost  endorsed  with  prophetic  vision,  whereas  it  takes  at  least  the 
precision  of  a  chess  playing  engineer  to  envision  the  social  changes  which  the 
law  must  faithfully  portray. 

It  is  a  basic  maxim  of  jurisprudence  to  say  that  law  is  fixated  power,  but  it 
is  nevertheless  a  truism  that  the  politician  of  today  and  tomorrow  must  foresee 
to  the  best  of  human  ability  social  power  relationships  in  order  to  fashion  the 
law  accordingly.  To  leave  the  individual  rules  and  regulations  to  local  author- 
ity leads  only  to  self-seeking  anarchy.  On  the  other  hand,  to  try  to  avoid  all 
possibilities  for  human  greed,  to  avoid  to  take  advantage  of  the  loopholes  is  a 
vain  and  hopeless  undertaking.  Only  a  basically  decent  society  can  have  a 
basically  decent  social  fabric  which  is  what  your  committee  specifically  aspires 
to  for  the  elderly. 

For  decades  since  the  announced  enactment  of  the  American  Social  Secvirity 
System,  it  was  taken  for  granted  that  the  benefit  level  would  be  a  floor  of 
protection ;  that  the  elderly  would  have  other  sources  of  income  to  fall  back  on. 
A  new  economic  chart  is  needed  to  show  that  the  view  is  hopelessly  outdated 
because  of  the  inflationary  spiral  of  both  wages  and  prices  aud  the  uneven 
development  of  the  wage  structure ;  the  vehement  rise  of  services,  the  subsidiz- 
ing structure  of  agriculture,  mining  and  oil  production  to  name  a  few.  To 
repeat,  our  goal  must  be  that  every  retiree  between  now  and  the  year  2000 
should  retire  on  approximately  65%  of  his  last  or  higest  wage  or  earning. 

This  would  mean  in  some  instances  the  benefits  would  outweigh  the  contri- 
butions by  as  much  as  100-200%  ;  in  other  instances  the  benefits  would  be 
negligible  or  non-existent.  Subscribing  to  this  notion  would,  of  course,  mean  to 
drop  even  the  semblance  of  actuarial  correctness,  except  inasmuch  as  these 
figures  can  be  used  to  guage  the  approximate  number  of  remaining  years  of  the 
individual  elderly  person. 

At  the  same  time  it  would  mean  that  the  payroll  tax  as  a  primary  method  of 
financing  the  social  security  system  need  not  be  maintained  any  longer  or 
rather  that  it  can  show  itself  undisguisedly  as  what  it  has  always  been — a  tax. 
That  it  is  a  regressive  tax  lies  in  the  nature  of  the  system  but  can  be  explained 
by  the  fact  the  Social  Security  embodies  not  only  one  specific  insurance  case, 
as  for  instance,  life  insurance,  but  rather  a  tremendous  amount  of  social  serv- 
ices among  which  health  services  are  preeminent.  The  simplest  though  bureau- 
cratically  the  most  difficult  way  would  be  to  place  social  security  under  IRS 
though  not  a  very  desirable  solution,  but  one  that  is  de  facto. 

Unsatisfactory  Performance  of  Medicare 

One  of  the  woundest  points  of  the  Social  Security  system.  Medicare,  Medicaid 
as  well  as  all  other  health  maintenance  organizations  based  on  private  insur- 
ance are  not  salvageable  in  their  present  form.  The  necessary  apparatus  just 
simply  does  not  suffice  and  is  too  expensive  in  tremendous  outlay  of  human 
suffering  and  money. 

There  are  so  many  suggestions  to  remedy  the  obviously  unsatisfactory  per- 
formance of  Medicare  and  the  almost  pernicious  role  of  Medicaid  as  there  are 
patches  in  our  parable.  As  with  so  many  other  new  garments  these  too  are 
actually  in  worse  shape  than  the  old  cloak  of  charitably  woven  income  protection. 

I  can  resist  the  temptation  to  add  my  voice  to  those  who  resolutely  oppose 
any  kind  of  health  maintenance  organization  (IIMO)  that  is  even  faintly  de- 
pending upon  private  insurance  that  means  of  course  the  administration  bills 
in  all  their  ramifications.  I  rather  think,  however,  that  a  legal  way  could  be 
foiind  to  relievo  the  companies  of  their  responsibilities  to  maintain  adequate 
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and  secure  reserves  by  adding  their  billions  to  the  social  security  fund  if  it  will 
still  exist  at  the  same  rates  of  interest  that  they  could  obtain  from  such 
ventures  as  low  cost  housing,  or  other  permissible  enterprises  or  investments. 

Nor  do  I  think  physicians  should  or  could  or  indeed  would  want  to  run  the 
Health  Maintenance  Organizations.  Hospital  and  health  administrators  who 
have  been  educated  in  the  last  20  years  or  so  and  have  developed  into  fairly 
strong  guilds  with  all  their  advantages  and  disadvantages,  cannot  accomplish 
the  task  alone.  To  search  for  patient  representation,  as  many  do,  is  difficult 
simply  because  the  patient  population  does  not  stay  constant.  There  may  be 
value  in  a  system  of  ombudsmen  but  the  most  important  patch  of  all  is  the 
blanket  insurance  covering  anybody  for  anything  under  any  circumstances  and 
that  is  usually  vetoed  with  the  horrified  cry  of  socialized  medicine.  It  is  not  in 
fact  either  one  or  the  other  but  again  19th  century  thinking  that  prevails  and 
Jethocracy  (from  Gr.  Iathros  =  physician)  and  has  so  far  victoriously  stood  in 
the  way  of  progress  not  only  in  the  field  of  social  insurance  but  also  in  such 
areas  as  drugs,  public  health,  preventative  medicine  and  many  others. 

Permit  me  to  recommend  as  worthy  of  your  intensive  study  though  not  ver- 
batim adoption  of  course,  the  Bodenheimer  Plan  which  is  now  available  in  the 
booklet  BiUions  for  Bandaids — an  analysis  of  the  United  States  health  care 
system  and  of  its  proposals  for  its  reform,  (San  Francisco  Bay  Area  Chapter, 
Medical  Committee  for  Human  Rights,  August,  1972). 

Even  if  not  all  of  its  proposals  can  be  implemented  at  this  time,  especially 
not  because  of  the  very  obvious  shortage  of  doctors  and  their  unwillingness  to 
settle  in  sparsely  populated  areas,  I  am  optimist  enough  to  feel  that  with  the 
present  generation  of  medical,  nursing  and  other  students  in  the  allied  health 
fields  the  plan  might  have  a  chance. 

The  often  tested  goodwill  and  decency  of  the  Committee  could  salvage  the 
most  important  features — equalization  and  availability  of  care  to  all.  Instead 
of  the  recent  and  catastrophic  implementation  and  rule  changes  of  medicare  and 
tlie  tightening  of  medicaid  standards,  the  imposed  niggardliness  in  its  appli- 
cation, the  enmeshing  of  the  patient  and  his  family  in  time  and  money  con- 
suming procedures — with  the  obvious  hope  that  he  will  give  up  and  either  die 
or  "go  away"  instead  of  these  we  need  a  broad  and  generous  application  and 
interpretation  corresponding  to  the  will  of  the  law  giving  Congress,  not  to  the 
whim  of  the  law  twisting  administration. 

Heai-th  System  Condemned  to  Slow  Strangulation 

I  am  therefore  most  perturbed  by  the  announcements  of  the  bills  prepared 
by  the  present  administration  which  would  use  the  obvious  weaknesses  of 
Medicare  and  Medicaid  administration  to  supplant  them  with  a  health  care 
system  that  would  bring  billions  to  the  insurance  companies  who  would  become 
for  all  practical  purposes  federal  and  state  collectors  and  which  would  leave 
the  patient  in  a  more  hopeless  struggle  with  forms  and  red  tape  than  before. 
In  line  with  the  well  known  lack  of  realism  which  the  administration  has 
shown  in  the  field  of  welfare,  the  health  system  would  condemn  the  population 
of  the  United  States  to  a  slow  strangulation  by  a  cruel  and  unfeeling  bureauc- 
racy. 

The  sick  person  is  unable  to  fight  alone,  or  even  with  some  help  the  ever 
increasing  intentional  sloppiness,  deliberate  delay,  the  outright  refusal  of  his 
rights,  before  he  can  even  get  a  semblance  of  help.  The  medical  profession,  for 
instance,  is  more  and  more  unwiling  to  put  up  with  the  scandalous  and  prob- 
ably willful  delays  of  the  medicare  and  social  security  administration  and  does 
not,  by  and  large,  accept  assignment  of  its  bills.  In  the  new  setup  under  dis- 
cussion, these  individual  cases  would  become  the  rule  with  disastrous  results. 

There  are  two  points  in  particular  that  demand  your  immediate  attention. 
The  one  concerns  the  so-called  automatic  increases  of  social  security ;  the 
other,  the  making  of  special  provisions  for  persons  afflicted  with  Multiple 
Sclerosis  (MS). 

At  present,  the  social  security  recipient  and  especially  the  disabled  person 
is  advancing  the  government  between  15%  and  2.5%  of  his  meager  and  steadily 
devaluing  income  without  much  hope  of  ever  keeping  up  with  inflation. 

I  realize  that  it  would  be  difficult  to  adjust  each  individual  social  security 
benefit  every  month  but  it  should  be  at  least  possible  to  adjust  it  twice  a  year 
automatically  so  as  to  keep  the  benefits  more  realistic  in  proportion  to  the  ever 
mounting  expense  of  living.  After  the  social  security  beneficiary  has  received 
the  much  begrudged  11%,  he  will  be  at  the  beginning  of  the  inflation  spiral, 
approximately,  August,  1973,  thus  a  full  year  of  dramatic  increases  behind 
schedule. 
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Tiie  second  suggestion  is  tlie  singling  out  of  a  special  group  for  consideration, 
along  the  line  of  a  kidney  patient  whose  dialysis  is  being  included  in  medicare, 
I  suggest  special  legislation  to  protect  the  victims  of  Multiple  Sclerosis  (MSj 
and  his  family. 

I  have  indicated  previously  that  I  do  not  share  the  confidence  of  many  who 
presumably  are  convinced  that  medicaid  will  pick  up  the  tab.  I  have  included 
two  illustrative  stories  ^  but  you  need  no  hearings  to  ascertain  their  general 
validity.  Moreover,  those  who  rationalize  that  the  states  will  take  on  the  respon- 
sibility, but  should  be  aware  by  now  that  not  more  than  three  or  four  might 
do  so. 

Multiple  Sclerosis  (MS)  is  a  disease  of  the  nervous  system,  by  no  means 
restricted  to  the  young  adult.  Its  duration  is  estimated  at  anywhere  from  10  to 
I'O  years,  so  that  onset  in  middle  age  guarantees  long  but  increasingly  miserable 
life. 

Practically  without  exception,  nursing  homes  are  not  equipped  to  handle 
Multiple  Sclerosis  patients ;  private  nursing  is  prohibitively  expensive  and 
only  very  large  families  could  hope  to  cope  successfully  with  this  disease  which 
generally  undermines  the  morale  of  both  the  victim  and  his  environment. 

Nobody  assumes  that  all  Multiple  Sclerosis  can  be  legislated  out  of  hardships 
but  you  can  legislate  Multiple  Sclerosis  (MS)  care  into  the  medicare  or  any 
other  health  program  in  such  a  way  as  to  make  it  possible  for  family,  or  in 
their  absence,  home  or  foster  home  to  care  for  the  patient  within  his  framework 
of  his  station  in  life  preserving  what  dignity  this  truly  fiendish  condition  leaves 
the  patient  and  his  family.  Of  particular  importance  would  be  the  role  of  the 
companion  nurse-homemaker  depending  on  circumstances  which  is  well-high 
prohibitive  to  the  average  small  household. 

Home  Care  Is  Desirable,  Benefictai, 

On  the  other  hand,  medical  and  psychiatric  opinion  is  unanimous  that  main- 
tenance in  the  own  home  is  desirable,  and  beneficial. 

These  half  million  seem  to  me  as  deserving  as  the  kidney  patient.  Of  course, 
there  are  many  other  situations  worthy  of  special  consideration. 

There  is  not  the  slightest  doubt  in  my  mind  that  medicaid  must  be  extended 
instead  of  restricted.  Recent  social  security  figures  show  that  the  patient  pays 
nearly  as  much  or  more  dollar  amounts  in  addition  to  medicare  than  they  did 
before  medicare  was  enacted. 

Some  of  this  can  undoubtedly  be  ascribed  to  the  greed  of  physicians  and 
paramedical  personnel ;  some  of  it  to  general  increase  of  costs ;  most  of  it  to  a 
cumbersome  and  most  ineffective  machinery  but  basically  the  fault  lies  with  the 
deep  seated  bias  of  the  American  people  and  their  representatives  against  the 
concept  of  total  care.  As  long  as  a  variety  of  essential  services  is  exempt  and 
the  principles  of  ever-increasing  co-insurance  permeates  the  system  and  as  long 
as  the  patient  population  is  a  silent  suffering  majority,  we  cannot  hope  for 
definite  improvements. 

Actually,  this  is  a  strange  phenomenon  because  the  United  States  more  than 
any  other  culture  that  I  am  familiar  with  for  reasons  that  I  have  previously 
set  forth,  is  in  fact  a  nation  of  absolutes ;  thus,  it  should  welcome  a  once-and- 
for-all  legislation  on  the  principles  on  which  this  republic  was  founded :  life, 
liberty  and  the  pursuit  of  happiness.  It  can  hardly  be  argued  that  total  and 
mandatory  insurance  will  not  insure  and  not  serve  these  goals.  In  fact  I  am 
ready  to  argue  that  without  such  legislation  built  into  the  social  security  frame- 
work life  woTild  not  be  worth  living,  liberty  would  be  a  mere  shadow  and  happi- 
ness an  impossible  dream. 


ITEM  8.  LETTER  FROM  IRENE  C.  HEAP,  SILVER  SPRING.  MD.;  TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  16,  1974 

Dear  Senator  Church  :  Please  make  this  letter  a  part  of  your  hearing  on  SSI. 
I  copy  below  the  letter  I  wrote  to  director  which  tells  all. 

July  15,  1974. 
Re  Disability  and  SSI,  333-10-5S78,  Irene  C.  Heap. 

Mr.  Sumner  G.  Whittier, 

Director,  Bureau  of  .S'»S7,   f^ocial  Security  Adtnitiistration,  Balfiiiiorc,  Md. 

Dear  Mr.  Whittier  :  I  request  the  name  of  the  incompetent  employee  who 

didn't  sign  his  name  to  SSI  denial  I  received  today  dated  June  14,  1974. 

^  Retained    in    cominittee    files. 
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The  U.S.  House  Ways  and  Means  Committee  and  U.S.  Senator  J.  Glenn 
Beall  have  photocopies"  of  medical  reports  proving-  my  disablement.  Read  the 
following  reports  to  your  incomijetent  employee : 

Dr.  Morris  Perry  reports.  June  10,  1966,  December  16,  1966,  August  1.  1969. 

Neurosurgeon  Dr.  John  Lord  report  of  May  7,  1968,  to  Attorney  Kiley  re 
origin  of  my  brain  tumor. 

Your  employee  wrote :  "The  evidence  in  your  case  shows  that  you  do  not 
meet  the  disability  requirements  of  the  law." 

My  brain  has  been  seen  by  human  eyes  and  may  be  seen  again,  so  what  is 
the  feeble  minded  excuse  of  your  employee  for  robbing  and  murdering 
disabled  meV  I  request  his  name,  please. 

Thanking  you,  I  am 

Sincerely, 

Mrs.  Irene  C.  Heap. 

P.S.  Also  note  the  Rx  attached  to  Dr.  Perry's  report  of  December  1966— 
the  Rx  dated  Septeml)er  1968  for  incurable  disease  I  got  the  following  year 
after  brain  surgery.  1966  dial>etes. 

God  hasn't  restored  my  vision  destroyed  by  first  brain  surgery  eithei-. 

Is  my  brain  tumor  recurring? 

Until  I  get  disability  I  have  to  be  my  own  doctor  for  my  diabetes  and 
I've  had  to  be  hospitalized  for  insulin  reaction  this  year. 

Please  reply  promptly.  Thanks. 

I  suggest  herewith  a  method  to  help  the  U.S.  disabled  and  also  weed  out 
incompetents,  employees  of  S.S.  Administration,  as  folh^vs  : 

Simple  new  bill:  Each  disal)led  person,  eligible  for  Social  Security  at  age  62, 
if  they  live,  who  had  surgery  for  any  of  the  following:  brain,  heart,  lung,  cancer 
whose  claim  has  lieen  denied  by  Social  Security  Administration  should  draw 
immediately  disability  payments,  and  tiie  person  in  Social  Security  Adminis- 
tration who  denied  the  claim  shall  have  his  monthly  salary  reduced  to  pay 
for  claim  denied. 

Some  of  our  money  helps  pay  the  salaries  of  these  S.S.  Administration  in- 
competents while  the  U.S.  disal»letl  get  nothing.  I  urge  prompt  reforms. 

Also  fine  all  Social  S(H*urity  doctors  which  is  taxpayers  waste  of  money.  T  had 
brain  surgery  April  6,  196")  and  S.S. A.  .sent  me  to  their  M.D.  May  9.  1974  and 
he  didn't  use  any  diagnostic  machines  but  examined  my  chest  and  my  back 
looking  for  my  brain.  I  i)resume. 

Please  reply.  Thanking  y(ni,  I  am 
Respectfully  yours, 

Mrs.  Ibexe  C.  Heap. 
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FUTURE  DIRECTIONS  IN  SOCIAL  SECURITY 


TUESDAY,  JTTLY  16,   1974 

U.S.  Senate, 
Special  Committee  on  Aging, 

Washington,  D.O. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  1318, 
Dirksen  Senate  OfRce  Building,  Hon.  Frank  Church,  chairman, 
presiding. 

Present :  Senators  Church,  Chiles,  Percy,  and  Hansen. 

Also  present:  David  A.  Affeldt,  chief  counsel ;  Val  J.  Halamandaris, 
associate  counsel;  Deborah  Kilmer,  professional  staff  member;  John 
Guy  Miller,  minority  staff  director;  Robert  M.  M.  Seto,  minority 
counsel;  Margaret  Fayc.  minority  staff  monilier;  Gerald  Strickler, 
printing  assistant;  Dorothy  McCamman  and  Herman  Brotman,  con- 
sultants ;  and  Yvonne  McCoy  and  Joan  Merrigan,  clerk.s. 

Senator  CHtmcH.  The  committee  will  be  in  order. 

We  begin  our  hearing  this  morning  Avitli  a  panel  consisting  of 
"Robert  E.  O'Donnell,  who  is  the  executive  director  of  the  Xew 
York  State-Wide  Senior  Action  Council.  Eobert  Popper,  Alice 
Brophy,  and  Susan  Kinoy.  Who  has  charge  here  ? 

Mrs.  Brophy.  I  do. 

Senator  Church.  All  right.  Why  don't  we  begin  with  your  presen- 
tation, and  we'll  go  on  through  the  formal  presentations  as  quickly  as 
we  can ;  summarize  where  you  can,  so  that  we'll  have  more  time  for 
questions. 

Mrs.  Brophy.  We  will  present  three  pieces  of  testimony — they  will 
provide  a  composite  picture  of  what  is  happening  in  New  York  City 
and  New  York  State. 

Senator  Church.  Fine. 

STATEMENT  OF  ALICE  BROPHY,  DIRECTOR,  NEW  YORK  CITY 

OFFICE  ON  AGING 

Mrs.  Brophy.  I  am  Alice  Brophy,  director  of  the  New  York  City 
Office  for  the  Aging,  an  executive-level  advocacy  office  for  our  city's 
1  million  elderly,  of  whom  it  is  estimated  that  at  least  175,000  are 
eligible  for  SSI.  I  am  also  chairman  of  the  Urban  Elderly  Coalition, 
a  nationwide  coalition  of  urban  offices  for  the  aging,  which  represent 
over  6  million  elderly  Americans,  I  am  extremely  pleased  to  have  been 
invited  to  testify  on  the  new  Supplemental  Security  Income  program. 

The  New  York  City  Office  for  the  Aging  heartily  endorses  the  en- 
actment of  the  SSI  program,  which  represents  a  major  congressional 
initiative  on  behalf  of  the  elderly  comparable  to  the  enactment  of  the 
original  Social  Security  Act  in  1935.  It  is  certainly  time  that  income 
maintenance  for  the  elderly  be  converted  from  a  hopeless  fragmenta- 
tion of  systems  to  one  centralized,  organized  system. 
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It  is  certainly  time  that  the  stigma  of  welfare  be  removed  from  the 
concept  of  aid  to  the  elderly,  and  that  we  talk  instead — and  make 
policy — in  terms  of  a  guaranteed  annual  income. 

Despite  the  significant  progress  SSI  represents,  the  program  has 
two  basic  shortcomings :  Inadequate  benefit  levels  and  lack  of  protec- 
tion against  the  ravages  of  inflation. 

The  White  House  Conference  on  Aging  in  1971  called  for  the  adop- 
tion of  the  Bureau  of  Labor  Statistics  moderate  retirement  budget  as 
the  minimum  standard  of  income  adequacy  for  the  elderly.  As  shown 
in  the  attached  table,  when  the  August  1972  national  BLS  retirement 
budget  estimates  are  updated  to  reflect  subsequent  increases  in  the 
Consumer  Price  Index,  we  find  that  a  retired  couple  requires  $5,730  to 
maintain  a  moderate  standard  of  living. 

COMPARISON  OF  SSI  BENEFITS  WITH  THE  COST  OF  VARIOUS  LIVING  STANDARDS,  URBAN  UNITED  STATES  AND 

NEW  YORK  STATE-JULY  1974 

Povertyl  evel 
Maximum        for  persons        Lower  BLS  Moderate 

SSI  65+  budget         BLS  budget 

Urban  United  States: 

Single $1,752  $2,330  $3,137  $4,527 

Couple 2,628  2,940  3,971  5,730 

New  York  State: 

Single 2,482  2,612  3,517  5,330 

Couple... 3,539  3,296  4,452  6,747 

Maximum  SSI  payments  reported  for  urban  United  States  consist  of  the 
Federal  payment  only.  Those  for  New  York  State  include  an  additional  State 
payment. 

The  Census  Bureau's  nonfarm  poverty  level  and  the  Bureau  of  Labor  Statistics 
urban  retired  couple's  budget  were  adjusted  by  CPI  increases  to  bring  them 
up-to-date. 

To  determine  the  New  York  State  poverty  level  the  national  level  was  adjusted 
upward  by  12.1  percent,  which  is  the  degree  by  which  a  lower  BLS  budget  in 
New  York  exceeds  the  United  States  urban  average. 

Similar  to  the  practice  of  the  Census  Bureau  in  fixing  the  poverty  level  for 
individuals  at  79  percent  of  the  level  for  couples,  the  Bureau  of  Labor  Statistics 
budget  for  an  individual  has  here  been  estimated  as  79  percent  of  a  couple's 
budget. 

Mrs.  Bropiiy.  The  present  maximum  Federal  SSI  payment  of 
$2,628  to  a  couple  is  substantially  below  this  budget.  In  fact,  it  falls 
below  the  BLS  lower  budget  level,  adjusted  for  the  CPI,  of  $3,970. 
Even  more  dramatic,  Federal  SSI  payments  fall  below  the  Bureau 
of  the  Census  poverty  level — similarly  adjusted.  Since  one-half  of  the 
SSI  recipient  population  resides  in  States  that  do  not  supplement  this 
Federal  payment  level,  SSI  represents  continued  abject  poverty  to  mil- 
lions of  aged. 

In  those  States  which  do  provide  supplements,  the  State  share  does 
not  close  the  poverty  gap.  In  New  York  State,  which  has  the  fourth 
highest  supplement  in  the  Nation,  the  combined  Federal  and  State 
SSI  benefits  provide  an  elderly  couple  with  a  maximum  of  $3,530, 
which  is  slightly  above  the  regionally  adjusted  poverty  level  but  con- 
siderably below  the  regionally  adjusted  lower  and  moderate  BLS 
budgets. 

In  New  York  City,  out  of  their  monthly  SSI  income  of  $295,  an 
elderly  couple  typically  pays  a  minimum  of  $140  for  rent,  utilities,  and 
telephone  service.  Transportation  costs  an  additional  $5  per  month. 
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These  items  ^yould  be  substantially  higher  were  it  not  for  New  York 
City's  rent  increase  exemption  for  those  living  in  rent -controlled  units 
and  reduced  fare  programs.  Out-of-pocket  medical  expenses,  such  as 
over-the-counter  drugs  and  the  additional  fee  for  a  doctor  whose 
charge  is  above  the  Medicaid  reimbursement  level,  can  run  another 
$10.  Clothing,  laundry,  personal  care,  and  related  expenses  cost  an- 
other $20.  Tliis  couple  is  left  with  $120 — or  $2  per  day  per  person — 
for  food.  Tliis  assumes  that  no  unexpected  expenses  are  incurred,  such 
as  a  repair  bill  for  the  television  or  another  appliance ;  when  they  are, 
there  is  hardly  much  room  in  our  budget  calculations  for  "spending 
down"  to  meet  them. 

"SuRAivAL  Needs" 

These  "cold"  statistics  are  exemplified  by  dramatic  incidents  in  the 
news  media  concerning  the  plight  of  older  people.  In  New  York  City, 
there  has  been  a  sharp  increase  in  shoplifting  by  the  elderly  to  meet 
survival  needs :  literally  a  small  can  of  tuna  fish  or  a  single  bar  of 
margarine.  And  with  the  current  system  of  flat  grants,  rent  rises  have 
in  many  cases  had  a  devastating  effect,  putting  elderly  people  in  the 
street  with  nowhere  to  turn. 

SSI  benefit  levels  must  be  revised  to  meet  the  real  base  income  needs 
of  the  elderly  poor. 

The  second  basic  deficiency  of  the  SSI  program  is  its  failure  to  pro- 
tect these  limited  payment  levels  against  rises  in  the  cost  of  living. 
Just  as  provided  in  the  recently  amended  Social  Security  procedures, 
SSI  benefits  should  be  automatically  adjusted  to  reflect  changes  in  the 
Consumer  Price  Index  in  order  to  prevent  further  erosion  of  the  pur- 
chasing power  of  the  poor  elderly.  Such  an  automatic  mechanism 
would  also  correct  the  ironic  inequity  whereby  those  on  SSI  who  also 
receive  Social  Security  find  that  Social  Security  increases  merely 
trigger  a  decrease  in  their  SSI  checks  when  the  SSI  benefit  levels  do 
not  undergo  a  corresponding  cost-of-living  increase,  and  their  income 
remains  the  same. 

Legislation  automatically  adjusting  SSI  benefit  levels  will  bo  in-, 
complete  if  tlie  increases  do  not  rcacli  all  beneficiaries.  The  recent  SSI 
increase  did  not  benefit  the  elderly  in  New  York  and  a  number  of 
other  States.  Instead,  New  York  decreased  its  supplement  by  the  dol- 
lar amount  of  the  Federal  increase  in  order  not  to  go  above  its  hold- 
harmless  level  based  on  1072  DAB  expenditures. 

We  urge  that  legislation  be  enacted  to  correct  this,  which  would 
mandate  that  all  States  "pass-through"  SSI  increases.  "We  advocate 
that  the  additional  costs  New  York  and  other  States  would  thus  incur 
be  shared  by  the  Federal  and  State  governments.  We  understand  that 
legislation  is  presently  before  Congress  which  would  effect  these 
changes. 

In  view  of  the  fact  that  benefit  adjustments  are  based  on  the  Con- 
sumer Price  Index  compiled  by  the  Bureau  of  Labor  Statistics,  it  must 
be  evaluated  as  a  measure  of  the  true  impact  of  inflation  on  the  elderly. 

As  you  know,  the  CPI  measures  the  change  in  prices  for  a  "market 
basket"  of  400  goods  and  services  chosen  to  reflect  the  purchasing  pat- 
terns of  urban  wage  earners  and  clerical  workers,  and  their  families.  It 
is  based  on  data  gathered  in  a  Consumer  Expenditure  Survey  con- 
ducted every  10  years  or  so.  The  last  CES,  upon  which  the  present  CPI 
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is  based,  took  place  in  1960-61.  A  new  CES  is  currently  underway, 
from  which  a  CPI,  based  on  a  revised  list  of  items,  will  be  issued  in 
late  1976  or  early  1977. 

Items  in  the  index  are  priced  on  a  periodic  basis,  usuallj''  monthly, 
in  about  18,000  outlets  which  generally  reflect  those  used  by  urban 
wage  earners  and  clerical  workers.  Even  for  the  specific  population 
which  it  most  accurately  represents,  the  CPI  is  of  limited  value  as  a 
cost-of-living  index,  since  it  only  records  changes  in  prices  for  the 
fixed  group  of  items  it  covers.  Nor  does  it  take  into  account  changes  in 
expenditure  patterns  between  surveys.  It  is  likely  in  the  interim  that 
the  quantity  and  type  of  goods  purchased  have  changed,  both  in  re- 
sponse to  the  introduction  of  new  goods  on  the  market  and  to  relative 
price  changes. 

CPI — Poor  Inflation  Measure  for  Elderly 

The  CPI  is  a  particularly  poor  index  of  the  impact  of  the  current 
inflationary  spiral  on  the  elderly  population.  The  1960-61  CES  in- 
dicates that  the  elderly  spend  a  greater  proportion  of  their  budget 
than  does  the  general  population  on  food  at  home,  shelter,  household 
expenses,  and  medical  care,  and  a  lesser  proportion  on  education, 
apparel,  transportation,  recreation,  and  luxuries.  Even  within  major 
components  of  the  index  there  are  substantial  differences  between 
older  and  j'ounger  populations.  For  example,  as  documented  in  a 
recent  report  by  the  Community  Service  Society  of  New  York,  the 
items  contained  in  the  medical  care  component  of  the  index  do  not 
reflect  the  usage  pattern  of  the  elderly. 

Such  services  as  obstetrical  and  pediatric  care  and  tonsillectomies 
are  rarely,  if  ever,  required  by  older  people;  on  the  other  hand,  pre- 
scription drugs  are  a  major  medical  expense  for  many  elderly  with 
chronic  conditions,  and  hospital  stays  are  more  frequent  and  of  longer 
duration. 

Second,  the  recent  accelerated  rate  of  inflation  has  largely  been  in 
food  costs,  housing,  and  medical  care,  which  are  precisely  the  areas  in 
which  the  elderly  spend  a  greater  proportion  of  their  income  than  does 
the  average  consumer.  Furthermore,  it  is  the  lower-cost  items — those 
which  the  elderly  buy  preponderately — which  have  risen  by  the  great- 
est increments.  This  has  been  graphically  documented  by  the  report  of 
the  Panel  on  Nutrition  and  Special  Groups  to  the  Senate  Select  Com- 
mittee on  Nutrition  and  Human  Needs.  It  notes  that  in  March  1974,  an 
economy  food  plan  developed  by  the  U.S.  Department  of  Agriculture 
rose  by  21  percent  from  the  previous  year,  whereas  the  liberal  food 
budget  rose  by  only  16.9  percent.  While  porterhouse  steaks  increased 
by  38.2  percent  over  a  period  of  about  3  years,  hamburger  increased  by 
60.3  percent.  Whereas  butter  increased  by  only  8.9  percent,  margarine 
increased  by  63  percent.  A  change  in  the  price  of  luxury  cuts  of  meat 
is  of  little  import  to  the  majority  of  the  elderly,  who  stopped  buying 
them  years  ago;  it  is  a  rise  in  the  price  of  staples  such  as  rice  and 
bread  tliat  has  a  deleterious  impact. 

Third,  the  stores  from  which  sample  prices  for  the  CPI  are 
obtained  are  those  used  by  more  mobile  middle-aged  wage  earners. 
They  are  not  necessarily  frequented  by  the  elderly,  who  are  less  likely 
to  travel  to  distant  shopping  centers  and  discount  stores.  In  New  York 
City,  our  study  of  the  elderly  in  the  poverty  areas  indicates  that  most 
shopping  is  done  in  close  proximity  to  the  home. 
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The  recent  proposal  by  the  Bureau  of  Labor  Statistics  to  include 
the  elderly  and  a  host  of  other  special  populations,  rich  and  poor,  in 
the  new  CPI  would  continue  to  mask  the  true  income  needs  of  the 
elderly.  A  separate  CPI  based  on  the  elderly's  buying  patterns  and  the 
outlets  they  frequent  should  be  developed  as  the  basis  for  increases  in 
SSI  and  Social  Security. 

Benefit  Ixceease:  TiimeLuVG  of  Concerx 

We  are  also  concerned  with  the  timelag  in  the  present  system  of 
providing  Social  Security  benefit  adjustments.  The  earliest  possible 
automatic  benefit  increase  will  be  in  July  1975,  and  will  be  based  on 
the  percentage  increase  between  the  average  CPI  of  the  second  quarter 
of  1974  and  that  of  the  first  quarter  of  1975.  In  subsequent  years,  in- 
creases will  still  become  effective  in  July,  but  based  on  CPI  changes 
from  the  first  quarter  of  the  previous  year  to  the  first  quarter  of  the 
present  year.  The  effect  of  this  formula  is  that  benefit  increases  range 
from  4  to  IG  months  behind  the  rate  of  inflation,  which  is  extremely 
serious  in  times  of  rapid  price  increases. 

The  optimum  remedy  would  be  to  use  a  "preconcurrent  index"  as 
recommended  before  the  Senate  Select  Committee  on  Nutrition  and 
Human  Needs.  Benefit  levels  would  be  adjusted  according  to  projected 
cost-of-living  rises,  so  that  recipients  would  be  protected  when  the 
economic  squeeze  occurred  instead  of  months  too  late. 

In  any  case,  revisions  could  certainly  be  made  more  frequently  than 
the  current  annual  basis.  Under  the  1965  amendments  to  the  Civil 
Service  Retirement  Act,  benefits  for  about  2  million  retired  Federal 
civil  servants,  including  retired  Members  of  Congress,  are  presently 
readjusted  as  frequently  as  every  6  months.  In  addition,  we  should 
add,  that  act  was  further  amended  in  1969  to  provide  an  additional 
1  percent  above  each  benefit  increase  computed  from  the  CPI,  which 
has  the  cumulative  effect  of  improving  their  standard  of  living,  con- 
sistent with  that  of  the  general  population.  For,  in  spite  of  inflation, 
most  Americans  are  in  fact  increasingly  better  off,  thus  widening  the 
^ap  between  them  and  that  segment  of  the  population  whose  purchas- 
mg  power  is  maintained  at  a  fixed  level. 

Given  the  scope  and  efficiency  with  which  the  Federal  Government 
administers  this  flexible  plan,  it  certainly  seems  feasible  to  extend  sim- 
ilar procedures  to  the  Supplemental  Security  Income  program  and 
Social  Security. 

In  summary,  avc  are  making  the  following  recommendations : 

First  and  most  immediate,  SSI  benefit  levels  should  be  raised  to  a 
reasonable  floor  that  will  enable  the  elderly  to  live  in  independence 
and  decency. 

Second,  laenefits  must  be  protected  against  inflation  by  automatic, 
periodic  cost-of-living  adjustments. 

Third,  such  increases  must  be  guaranteed  to  all  recipients  in  all 
States,  without  unfairly  burdening  certain  States. 

Fourth,  the  cost-of-living  adjustment  should  be  based  on  a  special 
CPI  designed  to  reflect  the  spending  patterns  of  the  elderly  popu- 
lation. 

Fifth,  adjustments  should  be  made  more  frequently,  ideally  in 
advance  of  inflationary  rises. 

We  urge  Congress  to  enact  the  sweeping  changes  required  to  make 
this  major  initiative  on  behalf  of  the  Nation's  elderly  fulfill  its  splen- 
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did  promise.  Thank  you  again  for  the  opportunity  to  present  our  view 
to  you  today. 

Senator  Chuecii.  Thank  you  very  much.  I  think  that  your  recom- 
mendation of  a  separate  cost-of-living  index  be  established  for  the 
elderly  that  reflects  their  costs  is  a  very  good  one.  I  think  tliat  we  have 
a  tendency  to  operate  on  the  basis  of  a  standard  index  that  is  supposed 
to  cover  all  elements  of  the  population,  and  it's  true  that  elderly  peo- 
ple have  a  different  kind  of  budget  than  working  people  or  young  peo- 
ple would  have — no  question  about  it.  It's  an  excellent  suggestion. 

The  other  thing  that  you  have  said  that  appeals  to  me  is  adjusting 
law  in  order  that  the  cost-of-living  increases  can  come  more  quickly 
to  eliminate  the  lag  time.  One  of  the  problems  is  that  we're  told  that 
this  great  computer  that  operates  Social  Security  which  is  supposed  to 
be  the  best  in  the  world  has  increased  the  length  of  time  necessary  to 
make  changes  in  the  checks.  I  just  don't  understand  that.  That  is  one 
of  our  problems. 

Perhaps  we  can  reach  that  problem  by  making  some  kind  of  projec- 
tion, as  you  suggest,  so  that  we  can  eliminate  that  lengthy  drag.  The 
whole  idea,  after  all,  was  to  eliminate  the  drag  because  before  we  had 
this  cost-of-living  adjustment  written  into  the  law — I  was  the  princi- 
pal sponsor  of  the  amendment  that  wrote  that  provision  into  the  law — 
you'll  remember  that  sometimes  we  have  to  wait  a  couple  of  years  for 
the  Congress  to  increase  the  benefit,  and  we  have  thought  that  this 
would  expedite  the  matter  and  make  it  function,  as  a  matter  of  law, 
automatically,  and  still  we  don't  seem  to  have  quite  accomplished  that. 

I  think  both  of  your  suggestions  are  good  ones  that  the  committee 
will  certainly  give  very  serious  consideration  to. 

Mrs.  Brophy.  Thank  you. 

Senator  Church.  Who  is  next  ? 

Mrs.  Brophy.  Mr.  Popper.  He  will  present  testimony  on  some  of  the 
types  of  problems  that  are  still  confronting  us. 

Senator  Church.  Fine. 

STATEMENT  OF  ROBEET  L.  POPPEE,  CHAIRMAN.  CITIZENS'  COM- 
MITTEE ON  AGING,  COMMUNITY  COUNCIL  OF  GREATER  NEW 
YORK 

Mr.  Popper.  Senator,  my  name  is  Robert  L.  Popper,  and  I'm  chair- 
man of  the  Citizens'  Committee  on  Aging  and  member  of  the  board 
of  directors  of  the  Community  Council  of  Greater  New  York.  I  have 
with  me  INIrs.  Kinoy  who's  on  our  staff,  and  between  us  we  know  every- 
thing that  I'm  going  to  talk  about,  except  that  I  know  1  percent  and 
she  knows  99  percent,  so,  if  you  will,  turn  to  her  for  any  greater 
clarity. 

Senator  Church.  Well,  I've  observed  throughout  the  years  that 
that's  about  the  normal  ratio  between  the  sexes. 

Mr.  Popper.  I  have  a  great  deal  of  respect  for  staff,  too. 

The  Citizens'  Committee  on  Aging  has  been  fortunate  to  run  an 
SSI-Alert  in  New  York  City,  which  was  funded  by  Mrs.  Brophy's 
office  under  an  Older  Americans  Act  and  New  York  State  Office  for 
the  Agin^.  In  New  York  City,  we  signed  up  and  processed  120,000 
new  applications,  and  we  have  thousands  more  backed  up  behind  that. 

Now,  having  done  this,  and  having  had  some  help  from  other  volun- 
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tary  agencies,  we  know  whereof  we're  speaking,  and  we  feel  terribly 
concerned.  To  use  a  trivial  example— I  don't  know  how  many  of  you 
persuaded  a  friend  to  go  to  a  restaurant  and  then  had  a  terrible  meal . 
there— as  I  said,  that's  trivial.  But  we  have  pushed  people  into  SSI 
because  we  thought  it  was  great  and  we  still  think  it's  great.  It's  a  ter- 
ribly important  program  because  not  only  is  it  great  for  the  people 
now,  but  it  may  be  the  model  for  future  income  maintenance  programs 
for  other  types  of  citizens.  But  hard  as  SSA  and  our  local  Department 
of  Social  Services  have  tried,  we  still  have  some  serious  problems  that 
I'm  going  to  discuss. 

SSA   UXDERSTAFFED 

One  of  them  is  entry  into  the  SSI  system.  We  had  talked  with  the 
SSA  people  before  this  new  program  started,  and  we  gave  them  some 
idea  of  the  numbers  of  personnel  we  thought  were  going  to  be  needed 
to  meet  the  great  influx  of  new  applicants.  I  don't  want  to  say  any- 
thing bad  because,  you  know,  I'm  a  taxpayer  and  I  pay  for  all  of  this 
and  I'm  very  proud  of  most  of  it.  SSxY  does  awfully  well.  I  take  my 
role  as  a  taxpayer  very  seriously. 

Senator  Church.  So  do  I. 

Mr.  Popper.  The  fact  is  that  after  6  months,  SSA  has  processed  only 
120,000  SSI  applications,  and  we  know  that  there  are  thousands  of 
"leads  forms'' — ^letters  of  intent — still  waiting,  and  we  think  that  really 
SSA  ought  to  go  out  and  hire  more  help.  It's  as  simple  as  that.  And  if 
tliat  were  done,  a  great  many  of  the  emergencies  that  are  being  men- 
tioned, that  I'll  be  mentioning  later,  would  be  eliminated. 

You  see,  the  SSA  has  been  accustomed,  in  large  part,  to  dealing  with 
people  who  have  a  little  margin  of  income,  people  who  have  either 
small  savings  accounts,  or  had  a  company  pension,  or  whatnot. 

Many  of  the  people  that  you're  dealing  with  now — as  a  matter  of 
fact,  most  of  them  applying  for  SSI — have  no  financial  margin  at  all. 
Anything  that  goes  wrong  is  a  catastrophe.  It  isn't  a  setback  where 
somebody  says,  "OK,  I'll  fix  that  up  in  a  little  while.''  It's  a  catas- 
trophe, and  it's  serious.  Somebody  has  got  to  be  responsible.  You  just 
can't  say  to  people :  "OK,  buddy,  it's  tough.  Your  check  didn't  come, 
you  got  mugged,  your  place  burned  up.  Wait  until  next  time." 

Inside  the  plastic  SSI  shopping  bags — kits  wliich  we  brought — I 
have  a  news  clipping  from  the  July  6,  1974  Dailj/  News  that  I  would 
like  to  place  in  the  record. 

[Tlic  above-mentioned  article  follows :] 

[From  the  New  York  DaUy  News,  July  6,  1974 J 
Evicted,  Beaten  White,  60,  Finds  a  Black  Friend 

(By  William  Butler) 

Evicted  from  his  furnished  room  because  his  Social  Security  check  did  not 
arrive  and  then  severely  beaten  by  muggers  as  he  wandered  about  homeless, 
Thomas  Coggins,  CO,  was  being  housed  and  fed  yesterday  by  a  neighbor  wha 
lives  on  a  $70-a-week  disability  pension. 

Coggins,  still  dazed  and  in  pain,  said  he  had  passed  out  after  being  beaten  by 
two  youths  on  Route  110  in  Huntington  Station  at  8  p.m.,  Thursday,  and  did  not 
regain  consciousness  until  yesterday. 

The  Social  Security  ofl5ce  in  Melville  said  later  that  Coggins'  allotment  of 
$206.85  had  been  authorized  Monday  and  "should  be  there  today  or  tomorrow." 
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TAKEN    INTO    FUBNISHED    ROOM 

Coggins,  who  is  white,  was  temporarily  taken  in  by  Mrs.  Thelma  Edwards,  a 
51-year-old  widow,  who  is  black,  who  lives  in  a  furnished  room  at  42  W.  11th 
St.,  Huntington  Station. 

The  case  drew  the  wrath  of  Suffolk  Legislator  Martin  Feldman  (D-Dix  Hills), 
who  represents  the  district,  and  whose  legislative  aide,  Alfred  Walker,  lives  on 
the  block. 

Feldman  protested  that  the  Huntington  Home  Relief  oflBce  had  refused 
emergency  aid  to  Coggins  because  he  is  on  the  federal  Supplementary  Subsist- 
ance  Income  program  as  a  disabled  worker.  Feldman  favors  having  the  county 
takeover  the  Home  Relief  welfare  programs  now  run  by  the  towns  in  Suffolk. 

SHARE    HEE    LAST    PIECE   OF   BREAD 

Mrs.  Edwards  protested,  "I  don't  treat  my  dog  like  they  are  treating  this  poor 
man."  She  added,  "I  will  let  him  stay  here.  If  I  have  one  piece  of  bread,  I  will 
break  it  and  share  it  with  him  until  something  will  be  done."  She  said  she  has  a 
bed  and  a  studio  couch  in  her  furnished  room,  just  enough  to  give  shelter  to 
Coggins. 

Coggins  had  been  evicted  Monday  from  a  $100-a-month  furnished  room  at  36 
West  11th  St.,  Huntington  Station,  because  he  could  not  pay  the  rent. 

Coggins  said  he  had  slept  in  a  bowling  alley  and  behind  stores  until  he  was 
attacked  by  two  black  youths  Thursday  on  Route  110  near  Depot  Ave.  "They 
kept  banging  me  in  the  head  with  sticks,"  he  said. 

LOST  CONSCIOUSNESS  IN  PARKING  LOT 

He  said  he  lost  consciousness  in  a  parking  lot  about  one-quarter  mile  away  and 
Mrs.  Edwards  said  she  found  him  on  her  block  about  5  :30  a.m.  yesterday.  He 
was  treated  at  Huntington  Hospital  for  lacerations  of  the  head,  face  and  arms. 

Coggins,  who  had  worked  for  20  years  in  a  Huntington  drycleaning  shop  and 
was  decTared  disabled  three  years  ago,  had  lived  in  an  all-white  rooming  house. 
Mrs.  Edwards  lives  in  an  all-black  rooming  house.  She  said,  "We  don't  know 
whose  hand  we  are  gonna  have  to  lean  on  before  we  leave  this  world." 

Mr.  Popper.  This  illustrates  the  problem  of  home  relief,  which  some- 
times is  not  ^iven  out  to  persons  who  are  awaiting  entry  into  SSI.  In 
other  words,  it  is  imperative  that  the  entry  process  be  speeded  up. 

We  also  want  to  make  sure  that  more  people  are  signed  up  for  SSI 
because  there  are  more  eligible  people  who  have  not  yet  learned  about 
this  program.  We  noticed  in  New  York  that  when  our  Alert  stopped, 
the  large  numbers  of  people  entering  into  the  system  also  stopped,  and 
we  think  this  is  wrong.  There  must  be  a  great  number  of  people  not  yet 
reached  who  need  and  can  use  SSI. 

Emergency  funds  is  our  second  problem.  Our  neediest  aged,  dis- 
abled, and  blind  are  being  caught  in  disputes  between  the  Federal,  the 
State,  and  the  city  bureaucracies.  It  is  really  no  fault  of  our  poorest 
and  frailest  citizens.  This  just  can't  go  on.  AVe  contend  that  emergency 
funds  in  an  income  maintenance  program  is  basically  a  Federal  re- 
sponsibility, but  maybe,  if  you  sit  down  with  the  cities  and  the  States, 
you  could  work  out  some  agreements.  At  least,  somebody  ought  to  be 
saying  to  people  who  happen  to  be  part  of  the  aged,  disabled,  and 
blind  population,  that  it's  not  their  fault. 

For  instance,  there's  a  problem  I  understand  that's  terribly  tech- 
nical, but  it  has  to  do  with  a  few  older  people  who  don't  repay  loans. 
This  happened  in  New  York  City  at  our  Department  of  Special  Serv- 
ices all  the  time,  and  New  York  City  often  wrote  off  those  loans. 
They're  not  frauds.  I  am  speaking  on  behalf  of  those  older  people  who 
are  normally  confused. 
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Our  people  have  only  one  sin,  and  that's  that  they've  grown  old,  plus 
being  disabled  and  blind,  and  they  have  no  money.  That's  their  sin, 
and  something  has  got  to  get  done  about  it.  And  we  do  hope  that  the 
Congress  and  you  with  SSA  will  remember  that  these  are  an  unusual 
type  of  people,  our  neediest  population,  the  people  SSA  is  not  used  to 
dealing  with. 

Eext  Subsidy  Needed 

And  our  third  problem  is  rent.  The  national  flat  grant  system  is  valid 
only  insofar  as  it  provides  the  minimum  needs  of  its  beneficiaries,  and 
the  greatest  variant  in  this  minimum  need  is  rent. 

It's  like  a  yo-yo  right  now.  There  is  a  piece  in  this  morning's  Neio 
York  Times  that  because  of  oil  and  otlier  costs,  rents  are  going  up. 
The  cost  of  running  apartment  houses  is  going  up  about  20  percent. 
Eventually  these  costs  have  got  to  be  passed  on.  Now,  a  great  many 
SSI  people  have  been  "grandfathered"  in  and  are  protected  providing 
they  don't  move.  But  we  have  instances  of  people  who  are  hospitalized, 
and  when  they  come  out  in  3  or  more  months,  when  they  try  to  find  a 
new  apartment,  the  rent  in  the  new  apartment  is  "way  out  in  left 
field."  And  they  are  forced  to  pay  higher  rents  and  consequently 
forced  to  live  on  $30  or  $40  or  $50  a  month  for  food. 

We  think  rliat  possibly,  until  housing  scarcities  are  alleviated,  which 
definitely  will  not  be  in  my  time — maybe  in  your  time,  but  I  doubt  it. — 
until  that  happens,  there  should  be  some  legislation  which  is  apart 
from  SSI,  which  would  insure  that  persons  over  65  would  be  subsi- 
dized who  pay  more  than  25  percent  of  their  income  for  rent.  Now, 
there's  a  precedent  for  that  in  the  Brooke  amendment  which  takes  care 
of  tenants  in  federally  subsidized  low-income  housing.  I  think  this  has 
really  got  to  come. 

The  fourth  item  with  which  we're  asked  to  deal  is  services.  SSI  is  a 
splendid  program  for  those  who  don't  get  into  all  the  horrors  I  have 
mentioned  previously.  It  is  a  good  income  maintenance  program,  but 
people  are  still  in  need  of  services. 

The  main  service  needed,  of  course,  is  Medicaid.  Now,  in  New  York 
State  we're  lucky.  New  York  State  passed  legislation  so  that  the  per- 
son who  is  eligible  for  SSI  is  automatically  eligible  for  Medicaid.  We 
think  tliat  Medicaid  eligibility  for  SSI  beneficiaries  should  be  a  na- 
tional piece  of  legislation.  A  Medicaid  card  should  be  included  with 
every  award  letter.  Every  community  provides  other  kinds  of  social 
services.  The  availability  of  such  services  should  be  indicated  to  every 
older,  disabled,  or  blind  person.  They  should  be  given  pamphlets  de- 
scribing the  services  when  they  apply  for  SSI.  And  most  important, 
those  services  should  actually  be  available  at  Social  Security  offices  so 
that  these  frail  people  don't  have  to  undertake  more  than  a  one-stop 
application. 

Now,  I  just  really  glanced  over  our  testimony.  The  testimony  is 
there.  It's  well  written  and  it's  detailed.  I  thought  it  was  more  im- 
portant if  I  did  one  thing,  and  that's  to  create  a  state  of  mind.  We're 
not  now  dealing  with  young  people  who  can  correct  mistakes  and  who 
have  powers  of  rejuvenation  and  that  can  do  all  sorts  of  things  I  can't 
do  anymore.  We  are  dealing  with  a  very  vulnerable  group,  and  we 
hope  that  by  talking  to  you  this  way  we  can  get  into  your  heart  as  well 
as  your  mind,  the  needs  of  these  people,  and  I  thank  you  very  much 
for  letting  m.e  say  it. 
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Senator  Chuuch.  Yes,  it's  a  very  good  summarization  of  your 
written  statement,  and  your  written  statement  will  appear  in  the 
record  as  though  read. 

I  agree  that  we  must  do  something  about  standardizing  the  kind 
of  medical  care  that  will  be  given  to  SSI  recipients.  They  are,  after 
all,  the  ones  who  are  on  the  most  limited  income,  and  certainly,  as 
far  as  the  disabled  and  the  blind  are  concerned,  they  are  those  that 
are  most  handicapped.  The  States  seem  to  be  following  different 
courses  with  respect  to  whether  or  not  Medicaid  is  available  to  these 
recipients. 

In  some  States,  it's  available  only  to  some  of  these  recipients  and  not 
others,  and  we  really  ought  to  try  and  establish  a  uniform  rule  so  that 
SSI  recipients  throughout  the  country^  are  treated  alike. 

Now,  as  far  as  Medicare  or  Medicaid  is  concerned 

Mr.  Popper.  I  agree. 

Senator  Church.  And  your  suggestion  may  be  the  best,  that  since 
these  people  are  the  lowest  on  the  ladder  and  are  the  most  handi- 
capped, that  we  ought  to  make  certain  that  they  have  the  Medicaid 
as  distinguished  from  Medicare. 

It  needs,  I  think,  the  immediate  attention  of  the  Congress.  Other- 
wise, we're  going  to  have  a  regular  Chinese  puzzle,  from  State  to 
State. 

Mr.  Popper.  Yes. 

Senator  Church.  And  lots  of  people  falling  in  the  gaps  and 
then  getting  no  medical  care  whatever  which  seems  to  be  the  case 
today. 

Senator  Chiles,  do  you  have  any  questions  ? 

Senator  Chiles.  No  questions. 

Senator  Church.  Mr.  Popper,  your  prepared  statement  will  be 
inserted  in  the  record  at  this  point. 

[Mr.  Popper's  prepared  statement  follows :] 

Prepared  Statement  of  Robert  L.  Popper 

I  am  Robert  L,  Popper,  chairman  of  the  Citizens'  Committee  on  Aging  and 
member  of  the  board  of  directors  of  the  Community  Council  of  Greater  New 
York, 

The  Community  Council  is  the  information  and  research  action  center  in  the 
welfare  and  health  fields  in  New  York  City,  Recently,  through  its  Citizens'  Com- 
mittee on  Aging,  it  has  had  the  privilege  of  sponsoring  the  SSI-Alert  in  the  city, 
funded  under  contract  with  the  New  York  City  OflBce  for  the  Aging  as  part  of  the 
Older  Americans  Act  program,  administered  by  the  New  York  State  Office  for  the 
Aging. 

We  are  proud  that  as  of  June  12  (in  large  measure  due  to  the  Alert)  the  Social 
Security  Administration  has  reported  that  120,000  new  applications  for  SSI  had 
been  completed  in  New  York  City.  In  addition,  the  Social  Security  Administra- 
tion notes  that  it  has  a  backlog  of  thousands  of  applications  which  it  had  not  as 
yet  been  able  to  process. 

Because  of  our  contact  with  thousands  of  aging,  blind,  and  disabled  persons 
and  because  we  urged  that  they  register  for  this  new  and  most  important  pro- 
gram, we  are  most  concerned  that  the  SSI  program  succeeds  in  offering  bene- 
ficiaries their  maximum  entitlements  and  that  the  intent  of  Congress  to  serve 
our  neediest  aging,  blind  and  disabled  citizens  to  be  carried  out.  It  is  also  neces- 
sary that  SSI  Vv-ork  effectively  because  it  may  set  the  pattern  for  future  Federal 
and  State  income  maintenance  and  service  programs  for  other  categories  of  our 
population. 

In  preparation  for  the  SSI-Alert  and  as  backup  to  that  effort,  the  Community 
Council  called  together  representatives  of  citywide  agencies  and  organizations  to 
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observe  various  aspects  of  the  SSI  program,  as  well  as  Medicaid  and  other  serv- 
ices to  which  SSI  beneficiaries  are  automatically  eligible.  The  council  through 
this  mechanism,  has  observed  and  reported  on  the  general  functioning  of  the  SSI 
program.  .  ^, 

SSI  is  basically  a  good  and  badly  needed  income  maintenance  program.  The 
regional  SSA  office  and  the  Department  of  Social  Services  have  made  a  major 
effort  to  make  the  program  function  as  smoothly  as  possible. 

However,  there  are  still  a  large  number  of  problems  which  remain  unresolved 
and  are  creating  severe  hardships  for  thousands  of  our  elderly  as  well  as  our 
disabled  and  blind.  They  must  be  eliminated  as  quickly  as  possible  if  we  are  to 
make  SSI  the  vital  program  that  Congress  intended  it  to  be.  The  basic  problems 

are: 

(1)  Inadequacy  of  the  basic  SSI  benefit  amount. 

(2)  Lack  of  Social  Security  increase  disregards. 

(3)  Lack  of  SSI  increase  "pass-throughs." 

(4)  Delayed  entry  into  the  SSI  system. 

(5)  Nonreceipt  of  checks  by  persons  already  accepted  into  the  SSI  program. 

(6)  Lack  of  emergency  funds. 

(7)  Loss  of  food  stamp  purchasing  power. 

(8)  Increasingly  higher  rent  with  no  recourse  for  many  SSI  beneficiaries. 

(9)  Nonreceipt  of  Medicaid  cards — inability  to  obtain  medical  services. 

(10)  Lack  of  services  such  as  homemakers  and  housekeepers. 

(11)  SSI  payments  for  congregate  care  B,  voluntary  nonhealth  care  facilitiea, 
are  inadequate  to  meet  actual  costs  of  such  facilities. 

(12)  Lack  of  specific  disability  criteria  for  children. 

(13)  Alcoholism  and  drug  addiction  usually  not  considered  as  primary  dis- 
abilities even  if  severe  enough  to  render  the  applicant  incapable  of  substantial 
gainful  employment. 

(14)  Third  party  payees  required  for  almost  all  alcoholic  and  addicted  persons. 
In  this  statement  we  shall  offer  legislative  and  administrative  recommen- 
dations concerning  the  first  10  of  the  above  listed  problems.  Other  groups  will  talk 
more  specifically  about  numbers  11  through  14.  In  our  oral  testimony  emphasis 
shall  be  placed  on  four  aspects  of  SSI  as  requested  by  the  committee.  These 
are  problems  relating  to:  (1)  entry  into  the  SSI  system;  (2)  emergency  funds; 
(3)  sharply  rising  rents  within  a  flat  grant  system ;  and  (4)  delivery  of  services 
to  SSI  beneficiaries. 

RECOMMENDATIONS 

(1)  We  recommend  that  the  overall  level  of  SSI  be  recalculated  in  order  for 
it  to  provide  an  adequate  standard  of  living  for  every  eligihle  beneficiary. 

This  is  basic  to  a  decent  income  maintenance  program  for  our  neediest  aging 
persons  who  during  their  productive  years  have  helped  to  build  and  support  this 
country. 

(2)  We  recommend  that  Congress  immediately  legislate  a  disregard  for  cost- 
of-living  increases  in  Social  Security  benefits. 

If  an  aging  person  receiving  Social  Security  is  lucky  enough  to  have  an  income 
higher  than  the  SSI  elig'.bility  level,  then  that  person  will  receive  the  series  of 
cost-of-living  increases  in  Social  Security  recently  authorized  by  Congress.  How- 
ever, a  person  receiving  SSI  benefits  has  his  SSI  benefits  reduced  by  the  amount 
that  Social  Security  is  increased.  If  the  cost-of-living  goes  up  for  SSI  beneficiaries 
as  it  does  for  all  other  aging  persons,  the  SSI  beneficiary  is  left  with  the  same 
amount  of  money  he  received  prior  to  the  increase. 

(3)  It  is  recommended  that  increases  in  the  SSI  benefits  must  also  be  received 
by  the  SSI  beneficiary.  (Note:  this  is  separate  and  apart  from  increases  in  the 
level  of  Social  Security  payments.) 

It  is  necessary  that  Congress  authorize  additional  funds  for  each  State,  or  an 
additional  "hold  harmless"  procedure  for  each  State  in  order  that  the  increases 
in  SSI  are  passed  along  to  the  beneficiary. 

(4)  Regarding  food  stamps — ive  congratulate  Congress  for  its  passage  of  H.R. 
1512/f.  It  is  urged  that  President  Nixon  immediately  sign  this  into  laio. 

It  is  not  clear  however  as  to  whether  or  not  H.R.  15124  provides  all  SSI 
beneficiaries  in  the  "cashout"  States  with  this  food  stamp  increase,  or  if  only 
provides  increase  to  those  persons  who  previously  had  been  registered  in  the 
food  stamp  program. 

Wo  urge  that  Congress  make  clear  that  H.R.  15124  applies  to  all  SSI  benefi- 
ciaries whether  or  not  they  had  applied  for  food  stamps  previously. 

In  addition,  we  are  in  agreement  with  Mrs.  Bernice  Bernstein,  Director  of 
Region  II,  HEW  who  in  her  testimony  at  a  hearing  on  SSI  in  New  York  State 
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on  June  27,  1974  said,  "In  recognition  of  the  inequities  existing  under  the 
current  provision,  the  Administration  has  decided  that  the  best  solution  to  the 
food  stamp  issue  would  be  to  base  SSI  recipients'  eligibility  for  food  stamps  on 
the  income  and  resources  criteria  of  the  food  stamp  program."  In  other  words, 
food  stamps  should  be  totally  divorced  from  SSI. 

It  is  therefore  suggested  that  legislation  he  immediately  passed  rvhich  states 
that  as  of  June  30,  1975,  every  person  who  meets  food  stamp  eligibility  criteria, 
no  matter  what  the  source  of  his  income — including  SSI — be  eligible  for  food 
stamps. 

(5)  Entry  into  the  SSI  System — ^it  is  suggested  that  the  following  actions  be 
talien  in  order  to  accelerate  entry  of  very  needy  applicants  into  the  SSI  system. 

(A)  Our  first  recommendation  is  that  the  Social  Security  Administration  both 
at  the  local  level  and  in  Baltimore,  hire  and  train  extra  staff  at  an  even  faster 
rate  than  it  is  now  doing  in  order  to  expedite  the  entry  of  eligible  applicants  into 
the  SSI  system,  to  process  the  thousands  of  applications  not  yet  examined,  and 
to  see  that  the  initial  and  accurate  payment  of  SSI  funds  promptly  follow  a 
person's  acceptance  into  the  program. 

The  critical  need  for  SSI  benefits  is  obvious  because  of  the  outpouring  of  ap- 
plications. Persons  who  have  taken  advantage  of  this  new  financial  right — es- 
pecially during  this  period  of  inflation — should  not  be  delayed  in  obtaining 
benefits.  After  a  program  has  been  in  effect  for  6  months  and  an  outreach  pro- 
gram has  been  undertaken,  it  is  not  acceptable  that  by  June  12,  only  120,000 
applications  in  New  York  City  had  been  processed  and  that  the  great  piles  of 
"leads  forms"  have  not  been  followed  up  and  processed.  Nor  is  it  understandable 
why  it  still  takes  a  minimum  of  2  months  before  a  person  in  New  York  City 
receives  his  or  her  first  check  following  acceptance  into  the  SSI  system.  Many 
of  the  emergency  fund  procedures  (which  we  will  discuss  later)  in  order  to 
meet  the  neds  of  persons  with  no  backlog  of  savings  or  financial  security  upon 
which  to  fallback,  might  be  eliminated  if  the  entry  process  was  expedited. 

(B)  It  is  further  recommended  that  Congress  mandate  loans  (if  needed),  to 
States  which  are  supplementing  SSI  in  order  for  the  State  and  localities  to  pay 
their  share  of  lump  sum  payments  retroactive  to  the  date  of  an  intent-to-file 
form  to  be  paid  to  the  beneficiary  along  with  his  retroactive  Federal  moneys.  At 
the  present  time,  the  city  of  New  York  reports  that  no  provision  has  been  made 
for  these  retroactive  expenditures. 

(C)  Furthermore,  Congress  is  requested  to  legislate  funds  for  total  repayment 
to  any  State  for  emergency  funds  or  home  relief  expended  after  the  beneficiary 
has  been  deemed  eligible  for  SSI  but  before  the  regular  SSI  checks  arrive. 

Commissioner  of  New  York  City's  Department  of  Social  Services,  James 
Dumpson  stated  on  June  27 : 

".  .  .  the  lags  in  eligibility  determination  for  check  assurance  in  SSI's 
administration  have  compounded  the  expenses  of  states  and  localities.  In 
New  York  State,  those  SSI  applicants  who  suffer  from  an  inordinately  long 
waiting  period  turn  to  home  relief  for  emergency  support.  The  State  and 
locality  underwrite  the  total  cost  for  that  interim  period.  Once  the  recip- 
ient is  deemed  eligible  for  SSI,  he  or  she  receives  a  check  retroactive  to  the 
application  date.  Although  the  recipient  is,  in  effect,  paid  twice,  there  is 
no  way  at  the  present  time  for  the  state  and  locality  to  reclaim  their  outlay." 

(D)  We  implore  the  Social  Security  Administration  itself,  along  xcith  other 
Federal  and  local  agencies  to  continue  to  expand  its  staff  in  order  that  an  active 
outreach  program  continue  which  will  inform  potential  beneficiaries  about 
this  new  program.  We  urge  that  special  emphasis  be  given  to  visiting  homebound 
or  hospitalized  persons  and  taking  their  applications.  It  is  most  significant  that 
in  New  York  City  following  the  forminntion  of  tlio  SSI-Alert,  the  number  of 
new  applications  throughout  the  city  dropped  precipitously.  It  would  be  serious 
if  present  SSI  applications  were  processed  at  the  cost  of  new  persons  coming 
into  the  program. 

I  quote  from  testimony  provided  in  New  York  City  by  the  Social  Service 
Staff  of  St.  Luke's  Hospital,  June  27, 1974 : 

"Currently,  home  visits  are  scheduled  rarely  and  Inconsistently  from 
ofl5ce  to  oflBce.  There  is  a  time  lapse  of  several  weeks  between  contacting 
the  SSA  and  the  actual  visit,  if  one  is  actually  effected. 

"It  has  been  practically  impossible  to  initiate  an  application  while  a 
patient  is  still  In  the  hospital,  although  discharge  plans  may  hinge  on  the 
availability  of  funds. 

"There  is  a  contradiction  implicit  In  a  program  directed  to  serve  the 
needs  of  the  infirm  aged  and  the  disabled  but  doesn't  create  procedures  to 
facilitate  the  application  of  such  individuals. 
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"Under  the  current  system,  hospital  staff  are  frequently  In  the  position 

of  discharging  chronically  ill,   aged  and  disabled  patients  for  whom  no 

financial  arrangements  can  he  made  prior  to  discharge.  This  is  enormously 

risliy  and  frequently  results  in  readmissions  at  further  cost  to  the  taxpayer."' 

(E)   We  further  recommend  that  in  addition  to  the  "award  letter"  which  is 

sent  to  each  new  SSI  beneficiary,  an  identification  card  &e  mailed  to  each  person. 

This  will  assist  the  beneficiary  in  check-cashing  and  will  expedite  his  or  her 

identification  for  "entry"  into  other  services  such  as  Medicaid  or  reduced  car- 

(6)  Emergency  funds — since  SSI  is  a  Federal  income  maintenance  program 
the  Federal  Government  must  be  responsible  for  immediate  payment  of  emer- 
gency funds  in  certain  circumstances: 

(1)  Interim  assistance  for  SSI  beneficiaries  who  have  not  received  a 
check  or  who  have  received  an  incorrectly  reduced  amount 

(2)  Interim  assistance  for  SSI  applicants  whose  incomes  are  above  the 
public  assistance  level,  until  their  first  SSI  check  is  received. 

(3)  Funds  to  prevent  threatened  evictions,  often  due  to  nonreceipt  of  SSI 
checks. 

No  longer  may  the  neediest  aging,  disabled  and  blind  person  be  caught  between 
the  legislative  and  administrative  disputes  between  the  Federal  Government 
and  the  State.  It  is  our  contention  that  it  is  a  Federal  responsibility  to  provide 
emergency  funds  where  the  check  has  not  been  mailed  due  to  computer  failure, 
due  to  delay  in  the  mail,  due  to  theft  from  a  mailbox,  or  due  to  change  of 
address. 

These  moneys  are  to  be  loans  to  persons  who  are  expected  to  repay  them  upon 
receipt  of  the  duplicate  check.  It  is  suggested  that  the  Federal  Government  ask 
the  locality  to  advance  funds  and  then  repay  the  localities,  or  advance  funds 
and  the  State  will  be  accountable  for  repayment. 

It  is  appreciated  that  the  Social  Security  Administration  has  taken  initial 
steps  to  attempt  to  pay  emergency  funds  to  beneficiaries  whose  checks  have 
not  arrived  or  whose  check  has  been  written  in  an  incorrect  amount,  but  the 
procedures  are  too  slow  for  persons  with  no  reserve  whatsoever.  It  is  shocking 
that  a  needy  person  who  finally  has  received  his  "SSI  award  letter"  should  have 
to  be  shunted  back  and  forth  between  slow  SSA  payment  procedures  and  re- 
luctantly provided  State  emergency  aid. 
A  few  examples  follow  : 

".  .  .  Since  the  turn  of  the  year  when  SSI  was  instituted,  we  have  had  at 
least  six  patients  who  have  required  intensive  psychiatric  and  social  work 
treatment,  attributable  directly  to  the  changes  in  income  maintenance  now 
mandated.  In  two  situations  patients  required  acute  care  hospitalization  plus 
a  longer  in-hospital  stay,  from  2  to  3  weeks  for  both  because  they  were  unable 
to  cope  with  the  psychological  stresses  involved  in  SSI  and  DSS  application 
procedures.  In  one  case,  the  patient's  SSI  check  was  sent  to  an  old  address 
and  when  not  claimed  was  returned  to  the  Baltimore  SSI  office.  Though  the 
patient  made  several  trips  to  SSI  office  to  correct  the  error,  he  was  advised 
to  deal  vdth  the  DSS  office  for  emergency  funds  which  they  refused  to  supply, 
nor  was  he  able  to  receive  his  SSI  checks  at  his  new  address.  He  was  advised, 
after  two  additional  weeks  in  the  hospital,  that  it  would  take  thirty  days  for 
the  address  to  be  corrected  and  thirty  additional  days  for  him  to  receive  his 
first  check  .  .  ." 

".  .  .  Miss  F.  C.  and  Miss  T.  C,  two  sisters,  have  both  had  numerous  psy- 
chiatric hospitalizations.  Their  SSI  checks  did  not  come  because  they  were 
sent  to  their  old  address.  After  several  trips  to  SSA,  one  check  arrived  four 
weeks  late  and  the  next  month  the  same  process  had  to  be  gone  through  and 
the  check  again  was  three  weeks  late.  In  March,  no  check  arrived  and  one 
sister  was  hospitalized  because  she  felt  it  was  being  done  to  her  on 
purpose  .  .  ." 

". .  .  Miss  D.  had  a  history  of  psychiatric  hospitalization  at  the  time  of  the 
switch  over  to  SSI.  In  January  no  check  came.  She  was  told  by  SSA  it  had 
gone  to  Brooklyn.  She  was  given  an  emergency  check  of  $100,  and  sent  to 
the  Brooklyn  welfare  center  and  Brooklyn  SSI  to  correct  the  records.  In 
February,  no  check  arrived  and  she  went  through  the  same  process,  but  to 
no  avail.  She  began  to  deteriorate  and  was  hospitalized  at  the  end  of  Feb- 
ruary, where  she  remains  .  .  ." 
Testimony  of  Social  Service  staff,  St.  Luke's  Hospital  on  .Tune  27,  1074. 
Legislation  should  be  passed  whereby  general  revenue  funds  be  authorized  to 
pay  for  those  few  loans  which  are  not  repayed  {usually  because  of  ignorance — 
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not  because  of  fraudulent  motives).  It  is  almost  impossible,  for  example,  to  ask 
an  elderly  lady  after  three  months  to  repay  $207  from  which  she  has  eked  out  an 
existence.  After  all,  the  more  eflScient  the  SSI  system,  the  less  need  for  emergency 
procedures. 

We  agree  with  a  number  of  court  decisions  that  residual  nonrecurring  emer- 
gencies could  be  a  State  responsibility.  These  nonrecurring  grants  might  include : 

(1)  Loss  of  cash,  upon  reasonable  proof  (present  legislation  refers  only  to 
stolen  cash). 

(2)  Clothing,  furniture,  food,  fuel  and  shelter  (and/or  repairs  thereto) 
for  reasons  other  than  ".  .  .  fire,  flood  or  other  similar  catastrophe."  Other 
reasons  for  replacement  should  include  loss  or  theft  of  checks,  mismanage- 
ment, or  loss  due  to  robbery, 

(3)  Emergencies  that  may  have  been  caused  by  less  than  prudent  manage- 
ment of  personal  affairs. 

(4)  Legitimate  emergencies  that  cannot  be  approximately  foreseen  and 
categorized, 

(7)  Rental  Housing — it  is  strongly  recommended  that  until  such  time  as  there 
is  adequate  housing,  at  suitable  rents,  for  all  poor  aging  persons  in  the  United 
States — that  Federal  legislation  be  enacted — separate  and  apart  from  the  SSI 
legislation — ivhich  would  provide  a  rent  subsidy  to  persons  who  meet  SSI  finan- 
cial eligibility  standards  and  whose  rent  (following  verification  by  a  State  de- 
partment of  social  services)  is  more  than  25%  of  his  or  Iter  total  income. 

Precedent  for  this  proposal  exists  in  Federal  legislation  governing  rentals 
for  federally  sponsored  low-income  housing  projects.  (Brooke  amendment).  It  is 
obvious  that  this  would  pertain  only  to  some  localities.  It  is  also  assumed  that 
tliis  program  would  require  fewer  and  fewer  Federal  funds  as  total  SSI  benefits 
increase  permitting  more  persons  to  both  pay  rent  and  to  have  adequate  food  and 
clothing,  and  as  more  low-income  housing  is  built  and  made  available  to  the 
elderly. 

Since  rent  for  SSI  beneficiaries  in  New  York  City  or  other  major  cities  is  fre- 
quently much  higher  than  that  in  smaller  communities,  the  SSI  grant,  includ- 
ing the  State  supplement,  at  the  present  time,  may  allow  an  aging  person  only 
$30  to  $60  per  month  for  food,  clothing  and  other  necessities. 
Examples  \' 

"A  patient  was  receiving  a  welfare  grant  to  cover  rent  and  other  costs, 
$84  up  to  January  1974.  The  patient  was  hospitalized  for  a  lengthy  period 
and  had  to  give  up  the  apartment.  On  discharge,  the  only  available  room  was 
$35  per  week  with  a  monthly  rent  averaging  between  $140  and  $175." 

"Now  the  patient  is  receiving  $200  from  SSI  (including  State  supplement) 
with  no  recognition  of  the  increase  in  rent.  Currently,  the  patient  has  be- 
tween $31  and  $66  available  monthly  for  food,  clothes,  transi)ortation,  etc. 
That  same  patient  would  be  guaranteed  $84  above  the  rent  if  on  welfare,  and 
the  State  of  New  York  has  acknowledged  that  even  that  amount  was  based 
on  a  1971  standard  of  need.  The  rent  system  is  now  more  punitive  financially 
than  the  old  welfare  system." 
The  problem  in  New  York  is  similar  to  that  in  other  States.  Rents  are  rising 
rapidly.  Housing  and  communities  are  decaying.  Aging  persona  who  may  pres- 
ently be  covered  by  rent  controls  or  rent  exemptions,  are  unable  to  move  to 
better  housing  precisely  because  rents  are  so  inflated. 

We  wish  to  applaud  our  city  and  State  at  this  time  because  (1)  they  "grand- 
fathered" in  all  DAB  beneficiaries  at  the  level  which  included  their  rent  under 
"welfare";  and  (2)  the  State  and  city  recently  determined  that  city  funds  shall 
be  used  for  a  rent  increase  exemption  program  for  aging  with  limited  incomes, 
including  SSI  beneficiaries.  However,  this  program  does  not  protect  persons 
who  are  forced  to  move — nor,  have  many  SSI  beneficiaries  been  processed  as  yet 
into  this  program.  Nor  does  the  program  apply  to  hotels  or  single  room 
occupancies. 

A  national  flat  grant  system  is  valid  only  if  it  provides  for  the  minimal  needs 
of  all  the  persons  for  which  it  is  designed.  Benefits  must  reflect  rising  costs, 
and  must  not  force  any  of  our  older  and  most  infirm  citizens  to  be  reduced  to 
starvation  and  malnutrition,  or  to  sleeping  in  the  streets  and  characterized  by 
many  as  "shopping  bag  rovers." 

(8)  It  is  essential  that  the  Federal  Government  mandate  HEW  to  guarantee 
that  every  person  who  applies  for  SSI  is  informed  of  and  actively  helped  to  obtain 
needed  social  and  medical  services. 


1  Testimony  of  Social  Service  staff,  St.  Luke's  Hospital,  June  2T,  1974, 
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(1)  A  simple  description  in  writing  (in  several  languages)  describing 
available  medical  and  social  services  and  other  programs  such  as  home- 
makers,  housekeepers,  consultation  on  family  problems,  available  nutrition 
programs,  placement  in  institutions,  reduced  carfare  or  rent  exemptions,  and 
how  and  where  to  apply  for  such  services,  must  be  provided  routinely  to 
every  SSI  applicant. 

(2)  In  the  course  of  the  SSI  application  process,  available  services  and 
application  procedures  must  be  described  orally. 

(3)  Every  SSI  applicant  or  beneficiary  in  need  of  service  must  imme- 
diately be  directed  to  the  appropriate  agency  and  both  actively  and  rapidly 
assisted  in  obtaining  the  promised  service. 

(4)  State  department  of  social  service  workers  must  be  outstationed 
at  all  SSA  offices  or  have  space  in  the  same  building,  in  order  that  an  aging, 
disabled  or  blind  person  can  be  given  "one-stop"  help,  and  can  be  protected 
from  additional  physically  difficult  and  nonreimbursed  expensive  travel. 
The  Department  of  Social  Services  worker  must,  wherever  possible,  be 
authorized  to  provide  needed  services.  If,  however,  the  worker  may  only 
refer  to  another  agency,  he  or  she  must  make  a  specific  appointment  for  the 
beneficiary  and  assist  the  person  to  get  there. 

(9)  It  is  recommended  that  Congress  enact  legislation  to  guarantee  that  every 
SSI  beneficiary  shall  automatically  he  eligible  for  Medicaid.  (This  is  now  in  effect 
in  New  York  and  several  other  States.)  It  is  further  suggested  that  every  SSI 
beneficiary  be  so  informed  in  his  "SSI  award  letter,"  and  told  where  to  obtain 
a  Medicaid  card  if  it  does  not  arrive  immediately.  It  is  suggested  that  States  be 
financially  penalized  if  they  do  not  inform  all  SSI  beneficiaries  of  their  Medicaid 
entitlements. 

When  persons  are  older  or  disabled,  they  will  always  have  medical  problems. 
Not  being  able  to  obtain  appropriate  care  because  of  lack  of  funds  or  lack  of  a 
Medicaid  card  can  only  make  an  illness  worse — thus  leading  to  much  unnecessary 
suffering  and  more  costly  hospitalization  or  institutionalization.  It  is  therefore 
the  responsibility  of  Congress  to  make  Medicaid  a  truly  functioning  program  and 
to  make  certain  that  all  SSI  beneficiaries  receive  Medicaid  benefits  as  automati- 
cally as  they  were  promised. 

We  appreciate  having  had  this  opportunity  to  present  to  this  Committee  our 
recommendation  for  legislative  and  administrative  changes  relating  to  SSI  in 
order  that  this  important  program  can  v.ork  as  efficiently  as  possible  for  our 
most  needy  aged,  disabled  and  blind  citizens. 

The  following  are  a  few  examples  provided  by  agencies  throughout  New  York 
City  which  typify  some  of  the  severe  hardships  which  many  SSI  applicants  or 
beneficiaries  are  suffering : 

(1)  Letter  from  Burden  Center  for  the  Aging,  Inc.,  dated  March  11,  1974 : 
"This  woman  is  starving.  I  can't  think  that  the  administration  can  be 

so  heartless  as  to  red  tape  her  into  a  hospital  or  undertaker.  She  has  received 
only  one  check  for  $89.68  since  January  1,  1974  when  she  was  transferred 
from  DSS.  She  is  a  true  nonreceipt  and  has  filed  three  nonreceipt  of  check 
forms  plus  the  DIIF  form  ( to  correct  transfer  mistakes ) . 

"She  needs  funds — some  funds — any  funds — until  the  correct  SSI  is 
figured.  Her  entire  Social  Security  check  goes  to  the  landlord." 

(2)  Received  from  the  department  of  social  services  of  the  New  York 
City  Department  of  Relocation,  dated  March  25, 1974  : 

"Mr.  and  Mrs.  Z  were  referred  to  us  on  March  5,  1974,  because  they  were 
not  paying  rent  to  the  city.  Our  worker  found  that  the  Z's  had  received  no 
money  since  December  16  when  they  received  the  last  OASS  check.  The  Z's 
were  weak  from  lack  of  nourishing  food.  They  had  been  living  on  broth  that 
they  made  from  bare  bones  thrown  away  by  the  butcher.  The  SSA  office  had 
no  records  for  them  so  new  papers  were  filled  out.  They  were  told  that  they 
would  receive  the  money  they  were  entitled  to  but  would  have  to  wait  for 
a  few  weeks.  The  Bergen  DOSS  Center  turned  them  away  because  "there  is 
no  emergency  money  for  anybody." 
The  Church  of  the  Immaculate  Conception  is  now  providing  some  food  for 
the  Z's. 

In  a  followup  call,  we  discovered  that  the  Z's  did  receive  a  check  in  April. 
There  are  still  many  cases,  however,  who  have  not  begim  to  receive  checks  or 
who,  although  they  received  correct  checks  in  January,  February,  or  March  have 
not  received  a  check  or  have  received  incorrectly  reduced  amounts  in  March, 
April,  May,  or  June. 

(3)  The  Director  of  a  DSS  Center  called  to  ask  what  he  should  do  for  a 
25-year-old  epileptic  who  lives  as  a  boarder  and  has  been  threatened  with 
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eviction  because  her  April  check  did  not  arrive.  The  SSA  oflBce  would  give 
her  no  emergency  funds  until  tlie  check  was  traced.  When  I  offered  no  solu- 
tion, he  decided  to  give  her  DSS  funds  illegally  because  he  is  convinced  that 
her  suicide  threats  are  very  real. 
The  United  Cerebral  Palsy  Association,  Inc.,  reported  knowing  two  suicide 
cases  due  to  nonreceipt  of  SSI  checks. 

(4)  The  Salvation  Army  in  Brooklyn  reported  on  April  23,  1974:  "Mrs. 
F.B.C.,  a  63-year-old  woman,  self-supporting  until  3  years  ago,  when,  be- 
cause of  hypertension,  arteriosclerotic  heart  disease,  and  arthritis,  she  began 
receiving  aid  to  the  disabled  from  DSS.  Was  referred  by  Congresswoman 
Elizabeth  Holtzman.  Mrs.  C.  moved  out  of  the  apartment  she  was  sharing  with 
a  friend  because  the  friend  had  asked  her  to  pay  the  full  rent,  $100  a  month, 
as  well  as  do  all  the  cleaning  and  personal  laundry  for  both  of  them.  Mrs. 
C,  a  proud,  intelligent  but  illiterate  woman,  resented  being  treated  unfairly 
and,  acting  on  impulse,  moved  into  an  apartment  for  $145  a  month.  She  then 
discovered  that  her  furniture  had  been  sold  at  auction,  the  Department  of 
Social  Services  having  discontinued  paying  storage  fees,  apparently  when 
she  was  transferred  from  AD  to  SSI.  She  is  sleeping  on  the  floor,  covered 
with  newspapers  and  her  only  blanket. 

DSS  said  it  could  not  issue  money  for  furniture. 

(5)  We  have  received  endless  reports  about  problems  caused  by  the  loss 
of  food  stamps,  particularly  from  persons  with  special  medical  diets  and 
special  diets  for  religious  reasons.  Persons  experiencing  rent,  utility  and 
general  cost  of  living  increases  in  addition  to  loss  of  food  stamps  have 
dangerously  had  to  reduce  their  food  intake. 

(6)  The  SSI  check  for  a  severely  retarded  53-year-old  woman  has  been 
delayed  for  several  months.  She  is  cared  for  by  her  55-year-old  sister.  Also, 
in  the  household  is  a  78-year-old  mother  who  is  senile. 

The  only  capable  member  of  the  family  was  placed  in  the  position  of  trying 
to  find  out  what  happened  to  the  checks.  She  made  several  calls  to  Albany, 
Manhattan  State  School  and  Social  Security.  She  became  very  upset  at  the 
financial  strain  and  threatened  to  put  both  the  mother  and  sister  in  state 
institutions  so  as  to  alleviate  the  strain. 

(7)  Ms.  R.  received  two  checks  from  SSI  with  no  problem.  In  March,  she 
did  not  get  a  check.  After  three  visits  to  SSI,  Ms.  R.  was  able  to  file  non- 
receipt  forms,  and  about  ten  days  later,  she  received  her  check.  Ms.  R.  is 
now  going  through  the  same  process  for  her  April  check.  Ms.  R.'s  checks  are 
apparently  going  to  her  old  address.  She  has  lived,  however,  at  her  current 
address  for  two  years. 

(8)  Miss  F.'s  check  arrived  on  January  1,  and  she  subsequently  moved. 
February  1  check  was  returned  to  Treasury  and  during  February,  March 
and  April,  she  received  no  check,  was  evicted  from  her  new  hotel,  made  re- 
peated trips  to  SSA,  was  told  that  a  replacement  check  would  arrive  momen- 
tarily. She  became  more  and  more  hostile  and  anxious  and  is  on  the  verge 
of  a  breakdown. 

Note:  Examples  6.  7,  and  8  were  taken  from  testimony  given  at  St.  Luke's 
Hospital,  June  27,  1974. 

Senator  Church.  Mrs.  Kinoy,  proceed  with  your  statement. 

STATEMENT  OF  SUSAIT  KINOY,  CITIZENS'  COMMITTEE  ON  AGING, 
COMMUNITY  COUNCIL  OP  GREATER  NEW  YORK 

Mrs.  KiNOY.^  Senator,  in  this  whole  question  of  emergency  funds, 
which  we  feel  is  of  such  crucial  importance,  we  want  to  say  first  that 
we  appreciate  that  the  Social  Security  Administration  has  started  to 
take  steps  in  providing  emergency  funds,  but  they're  still  coming  too 
slowly.  Therefore,  what  happens  is  that  additional  emergency  funds 
must  be  provided  by  a  locality  until  the  emergency  funds  from  the 
Federal  Govemmen't  arrive.  So  the  first  thing  that  has  to  happen  is 
that  there  has  to  be.  a  speed-up  in  the  whole  system. 

And  the  second  specific  recommendation  that  we  wish  to  make, 
which  is  on  the  bottom  of  page  9  of  our  testimony,  is  that  we  feel  that 
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legislation  should  be  passed  whereby  general  revenue  funds  be  au- 
thorized to  pay  for  those  few  loans  which  are  not  repaid.  These  non- 
payments are  usually  because  of  ignorance  and  not  because  of  fraudu- 
lent motives. 

If  an  old  lady  or  an  old  man  gets  $207  as  an  emergency  fund  and  3 
months  later  finally  gets  the  proper  SSI  check  and  is  told  then  that 
he  or  she  is  to  repay  this  money,  and  at  this  moment  this  person  is 
unable  to  repay  the  money,  it's  not  because  this  person  is  cheating. 
It's  because  this  person  literally  is  unable  to  do  so.  And  there  is  no 
provision,  as  we  understand  it,  within  the  SSI  funding  formula  at  the 
moment  to  lay  out  extra  moneys  for  these  people  who  are  unable  to 
repay.  We  feel,  moreover,  that  one  of  the  reasons,  and  the  very  sad 
reasons  for  no  funding  formula,  as  Mr.  Popper  has  described  is  that 
there  has  been  this  ping-pong  business — who  is  going  to  pay  for 
emergency  funds,  the  State  or  the  Federal  Government  ?  It's  that  no- 
body wants  to  pick  up  on  that  very  small  percentage  that  are  not 
repaying.  Therefore,  we  are  making  a  very  specific  recommendation, 
that  out  of  general  revenue  funds  a  small  pot  of  money  be  set  aside 
which  can  be  used  in  those  instances — which  are  cliecked  by  a  reliable 
Government  source — where  somebody  is  unable  to  repay  a  loan. 

Senator  Church.  Well,  isn't  it  true  that  anyone  who  is  found  eligi- 
ble for  SSI  is  going  to  find  it  exceedingly  difficult  to  reach  back  and 
repay  for  emergency  loans  ? 

Mrs.  KiNOT.  Of  course. 

Senator  Church.  After  all,  the  very  definition  of  eligibility  is  one 
of  ver}'  stringent  income  limitations. 

Mre.  KiNOY.  Exactly.  But  when  you  go  back  to  the  Social  Security 
office,  you  sign  a  piece  of  paper  that  says,  "When  my  check  arrives,  I 
will  repay  this  emergency  loan."  And  people  sign  this  in  all  good  faith, 
and  then  sometimes  they  are  unable  to  do  this. 

Senator  Church.  This  is  a  case  where  the  person  in  question  is  found 
to  be  eligible,  is  that  correct  ? 

Mrs.  KiNOY.  Yes. 

Senator  Church.  It's  something  that  needs  to  be  looked  into.  I  sup- 
pose these  States  treat  this  differently. 

In  New  York,  what  is  the  situation  ?  Does  the  State  put  up  the  money 
now  in  these  emergency  cases  ? 

Social  Secltrity  Prom:des  Emergexcy  Fuxds 

Mrs.  KiNOY.  Right  now,  the  Federal  Government,  SSA  provides 
emergency  funds.  Often  it  takes  2,  3,  4,  5,  6,  8  weeks  until  the  emer- 
gency funds  arrive.  Therefore,  the  local  Department  of  Social  Services 
uses  its  funds  in  the  meantime  so  someone  doesn't  starve.  In  truth  the 
State  pays  twice.  First  the  State  pays  for  the  home  relief  that's  being 
given,  and  then  has  to  pay  all  over  again  the  second  time  as  its  share 
of  the  SSI  benefits  because  we  supplement.  So  there  are  two  problems 
involved  here.  But  for  the  older  person,  not  only  is  the  delay  an  im- 
possibility, but  the  persons  is  shunted  between  the  Federal  and  the  local 
problem. 

Senator  Church.  It  is  a  problem,  it  needs  a  solution,  and  here  again, 
a  uniform  method  of  dealing  with  the  problem  would  seem  to  be  the 
desirable  answer.  I'm  not  sure  that  this  should  be  assumed  wholly  by 
the  Federal  Government  as  I  compare  the  financial  condition  of  the 
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Federal  Government,  with  many  of  the  State  governments.  The  State 
governments  would  seem  eminent  to  solve  them. 

M}^  own  State  has  a  sizable  surplus  now,  so  I'm  not  at  all  sure  that 
we  could  continue  on  the  assumption  that  the  Federal  Government  can 
forever  keep  taking  over  from  the  States  because  it's  all  in  all  more 
the  States'  responsibility. 

Mrs.  KiNOY.  However,  if  the  Federal  Government  has  assumed  re- 
sponsibility for  an  income  maintenance  program,  and  the  check  does 
not  arrive  just  because  there's  been  a  mistake  in  the  computer,  or  some- 
body's mailbox  has  been  robbed 

Senator  Church.  That's  a  Federal  mistake. 

Mrs.  KiNOY.  That's  a  Federal  responsibility. 

Senator  Chtjech.  Yes,  I  would  agree,  but  we  need  to  define  a  uni- 
form way  of  dealing  with  this,  I  should  think. 

Our  next  panelist  is  Rev.  Robert  E.  O'Donncll. 

STATEMENT  OF  REV.  EGBERT  E.  O'BONNELI,  EXECUTIVE  DIREC- 
TOR, NEW  YORK  STATE-WIDE  SENIOR  ACTION  COUNCIL 

Reverend  O'Doxnell.  My  name  is  Robert  E.  O'Donnell  and  I  am 
executive  director  of  the  New  York  State-Wide  Senior  Action  Coun- 
cil, Inc.  State-Wide  is  a  coalition  of  senior  citizen  membership  or- 
ganizations throughout  New  York  State  and  has  been  actively  in- 
volved with  SSI  since  spring  of  1973.  On  behalf  of  State-Wide  s  new 
president,  Carl  Eberhart,  of  Watertown,  N.Y.,  and  our  board  of  direc- 
tors, representing  all  10  White  House  Conference  regions  of  New  York 
State,  I  would  like  to  thank  you  for  this  opportunity  to  testify  con- 
cerning the  problems  of  SSI  and  also  to  commend  your  committee  for 
your  continued  interest  in  and  support  of  positive  legislation  for  the 
almost  2  million  senior  citizens  of  New  York  State  and  the  over  20 
million  senior  citizens  of  the  country. 

Although  the  senior  citizens  of  New  York  State  view  SSI  as  an 
important,  even  historic,  step  in  the  history  of  social  welfare- — as 
your  chairman  has  stated,  "For  the  first  time,  a  system  of  direct 
Federal  income  maintenance  payments  at  a  set  national  minimum 
level  will  be  made  to  the  blind,  disabled,  and  aged,  administered  by 
the  Social  Security  Administration" — State-Wide  sees  some  funda- 
mental problems  with  the  program.  We  feel  strongly  that  while  sup- 
porting the  basic  principles  behind  SSI  that  it  is  imperative,  at 
this  time,  to  note  these  important  problems  in  relation  to  the  future 
direction  of  Social  Security. 

New  York  SSI  Proble:ms  Statewide 

Before  discussing  these  individual  problems  of  SSI,  we  would  like 
to  make  a  brief  observation.  Frequently  we  have  heard  or  been  told 
by  a  legislator  that  the  problems  of  SSI  were  limited  to  New  York 
City  and  that  somehow,  the  rest  of  the  State  and  the  country  were  im- 
mune to  these  problems.  Let  State-Wide  make  it  very  clear  now  that 
SSI  is  a  statewide  problem.  Again  and  again  in  our  meetings  with 
the  senior  citizens  of  New  York  State,  whether  in  the  upstate  cities  of 
Rochester,  Buffalo,  or  Binghamton  or  the  rural  counties  such  as  Jef- 
ferson, Steuben,  or  Schuyler,  a  key  concern  was  the  many  problems 
suri'ounding  the  SSI  program. 
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This  was  highlighted  at  our  State-Wide  convention  in  Kingston, 
X.Y.,  in  May  of  this  vear  where  a  key  priority  of  the  delegates  was 
the  future  direction  and  planning  of  SSI.  SSI  affects  all  the  elderly 
])oor  whether  they  live  in  New  York  City,  Rochester,  Jefferson  County, 
or  Penn  Yann. 

The  fundamental  problems  of  the  SSI  program  and  the  areas  of 
greatest  need  for  future  planning  as  seen  by  the  senior  citizens  of  New 
York  State  are  as  follows : 

(1)  Administrative  problems:  Unfortunately,  the  beginning  of  the 
SSI  program  in  New  York  State  was  marred  by  an  incredible  admin- 
istrative inability  to  cope  with  the  transfer  of  the  old  DAB  recipients 
and  the  thousands  of  new  elderly  poor  recipients  throughout  the  State. 
The  stories  of  long  lines,  nonreceipt  of  checks,  incorrect  amounts,  lack 
of  trained  staff,  con^^tant  need  for  the  elderly  recipient  to  travel  long 
distances  repeatedly  to  fill  out  new  forms  are  all  too  true.  Hopefully, 
these  problems  have  been  resolved  but  one  must  raise  the  question  for 
the  thousands  of  senior  citizens  throughout  the  State  who  suffered 
many  hardships  during  this  transition  period  why  this  period  of  tur- 
moil and  confusion  was  ever  allowed  by  the  various  authorities  when 
they  were  frequently  urged  during  1973  by  many  private  agencies 
and  advocate  councils  to  consider  the  special  needs  of  the  elderly  dur- 
ing a  new  program. 

(2)  Inadequate  income  level :  The  major  flaw  of  the  program  is  the 
totally  inadequate  nationally  set  minimum  income  level.  The  White 
House  Conference  of  1971  has  set  as  an  income  level  for  all  senior 
citizens  the  intermediate  Bureau  of  Labor  Statistics  standards  which 
for  a  couple  in  1972  was  nationally  $4,967  and  in  New  York,  $5,880; 
and  for  an  individual  75  percent.  The  SSI  standards  fall  far  below  this 
mark  and  have  been  called  by  the  senior  citizens  of  New  York  State, 
"guaranteed  poverty."  As  pointed  out  in  your  recent  report,  the  SSI 
standards  are  in  fact  lower  than  the  national  poverty  lines  for  1974. 

SSI  Places  Elderly  ix  Worse  Position' 

It  is  sadly  ironic  that  a  Federal  program:  that  has  been  described  as 
offering  a  design  for  dignity  for  the  elderly  poor  and  as  an  option  to 
welfare  has  resulted  in  placing  the  elderly  poor  in  New  York  State 
in  a  worse  position  than  if  they  have  remained  on  and  became  part  of 
the  former  welfare  system. 

If  the  senior  citizen  had  remained  on  welfare,  she  would  have  re- 
ceived a  sisrnificant  increase  in  food  stamp  benefits  in  January.  In- 
stead, on  SSI  she  receives  no  food  stamps  at  all  and  has  lost  income  in 
the  State  cash-through  policy. 

Senator  Church.  May  I  ask  you  at  that  point  if  this  is  not  the  result 
of  the  decision  of  the  State  of  New  York  to  cash  out  the  food  stamps  ? 

Reverend  O'Donnell.  Yes,  that  is  true,  but  we  also  feel  that  there 
has  to  be  more  communication  on  the  Federal  and  the  State  level. 

Senator  Church.  I  mean,  the  Federal  Government  as  such  does  not 
control  the  decision  of  the  State  government. 

Reverend  O'Donnell.  True.  What  I'm  trying  to  bring  out  is  the 
point  that  in  New  York  State,  the  welfare  of  the  elderly  recipient  on 
SSI,  in  the  program  in  general,  is  now  worse  off  than  if  they  remained 
on  the  welfare  system. 

Senator  Chitich.  But  is  that  because  of  the  State  decision? 
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Eeverend  O'Doxnell.  True.  But  senior  citizens  of  ni}'  Stat«  see  SSI 
as  both  a  Federal  and  State  program  and  are  confused  by  the  constant 
struggle  between  the  Federal  and  State.  What  they  see  is  their  need 
now.  If  the  senior  citizen  had  remained  on  welfare  he  would  be  receiv- 
ing a  12-percent  increase  in  State  benefits.  Instead,  on  SSI  he'll  re- 
ceive reduced  supplementary  payments  when  the  increases  in  SSI  and 
Social  Security  go  into  eflPect. 

If  the  senior  citizen  had  remained  on  welfare,  their  increased  rent 
and  utility  costs  would  have  been  met  by  the  Department  of  Social 
Services.  Instead,  on  SSI  she  has  the  option  to  eat  or  pay  her  rent  and 
utility. 

If  the  senior  citizen  had  remained  on  welfare  and  faced  an  emer- 
gency situation,  such  as  an  eviction,  fire,  or  lost  cash,  then  she  could 
have  received  assistance  from  the  welfare  system.  Instead,  on  SSI, 
she  is  only  entitled  to  an  initial  $100  Federal  emergency  payment  and 
to  very  restrictive  assistance  on  a  State  level. 

Steven  Brown  of  the  Greater  Upstate  Law  Project  in  his  testimony 
at  the  Eochestcr  hearing  of  the  Wemple  Committee  estimated  that  in 
51  counties  in  New  York  State  SSI  recipients  would  be  better  off  under 
the  welfare  system  and  after  the  12-percent  increase  in  welfare  benefits 
and  the  Social  Security  increase  a  single  person  living  on  SSI  will  be 
$42  behind  his  former  welfare  payments  and  a  couple  even  further. 

Mrs.  Eula  ]SIae  Taylor  of  the  Montgomery  Senior  Citizen  Club  in 
Eochester,  a  SSI  recipient,  states : 

I  was  better  off  before  SSI  . .  .  more  days  we  go  hungry.  If  we  don't  go  hungry, 
we  can't  pay  the  bills.  And  we  don't  get  no  cut  at  the  grocery  store. 

Assemblyman  Clark  C.  "Wemple,  chairman  of  the  Assembly  Com- 
mittee on  Social  Services,  in  his  opening  remarks  at  the  SSI  hearing 
in  New  York  City  on  June  27, 1974,  stated : 

The  testimony  we  heard  in  Rochester  and  Albany  which  included  statements 
from  a  number  of  actual  SSI  recipients,  some  who  spoke  with  tears  of  frustra- 
tion in  their  eyes,  confirmed  this  (negative)  characterization  and  supports  the 
view  that  a  fundamental  reassessment  of  the  program  is  warranted.  I  am  be- 
ginning to  believe  that  this  program  is  so  deficient  in  the  way  it  meets  its  re- 
cipients' needs  and  what  it  has  put  them  through  to  secure  its  benefits  that,  as 
several  witnesses  have  already  suggested,  they  were  better  off  with  the  previous 
system.  Foisting  such  a  program  on  the  aged,  blind  and  disabled  is  simply  in- 
consistent with  the  compassionate  approach  of  government  to  real  human  need.s. 

State- Wide  feels  strongly  with  your  chairman  that  the  SSI  pro- 
gram is  an  important  development  in  social  welfare  legislation  and 
agrees  with  him  that  a  key  priority  must  be  the  increase  of  the  levels 
to  at  least  an  adequate  level  that  would  eliminate  poverty  among  the 
elderly. 

Emergexcy  Pkocedures  Lacking 

(3)  Emergency  situations:  One  of  the  key  areas  of  concern  that 
surfaced  with  the  New  York  State  experience  with  the  SSI  program 
was  the  lack  of  necessary  procedures  to  deal  with  emergency  condi- 
tions that  might  face  the  elderly.  Throughout  the  State,  private  agen- 
cies found  themselves  inundated  with  poor  elderly  recipients  seeking 
emergency  assistance  for  such  problems  as  lost  checks,  evictions,  fire, 
undelivered  checks.  Too  often  in  the  Federal  and  State  discussions 
concerning  residual  responsibility  for  SSI  recipients,  the  SSI  recipi- 
ent was  seen  as  a  ping-pong  ball  in  a  match  between  the  State  and  the 
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Federal  Government  with  awesome  effects  upon  both  the  individaal 
elderly  recipient  and  the  future  success  of  the  program.  Horror  stories 
concernino-  the  unwillingness  of  both  the  State  and  Federal  authorities 
to  acceDt*any  responsibility  for  the  poor  elderly  recipient,  often  be- 
wildered, alone,  and  confused,  can  be  told  by  any  private  agency  m  the 
State  dealing  with  the  elderly  and  have  unfortunately  become  part  ot 
the  SSI  lore  among  the  senior  citizens  themselves.  ,^    ,  o^  ^  5 

(4)  Food  stamps :  A  further  area  of  concern  is  the  New  York  btate  s 
decision  to  "cash  through"  the  food  stamp  program  for  the  elderly 
as  part  of  the  supplementary  payment.  The  devastating  toll  that  infla- 
tion has  dealt  the  poor,  especially  in  relation  to  food  costs,  was  high- 
lighted in  ^londay,  July  8,  New  York  Times'  editorial  entitled,  "Hun- 
ger in  America"  that  dealt  in  part  with  the  positive  role  of  the  food 
stamp  progi-am.  As  the  editorial  pointed  out : 

Poor  people  spend  a  larger  percentage  of  their  income  for  food  than  does  any 
other  group  in  the  economy.  Since  they  already  buy  the  cheapest  foods,  they 
can't  cushion  the  impact  of  inflation  by  buying  cheaper  commodities  as  the  non- 
poor  do.  And  the  prices  of  the  foods  on  which  they  rely  have  increased  at  a  sub- 
stantially more  rapid  rate  than  these  of  higher  priced  foodstuffs. 

The  inability  of  the  poor  elderly  receiving  SSI  to  participate  in  the 
food  stamp  program  without  sufficient  supplementation  again  places 
him  below  those  remaining  within  the  welfare  system. 

Recommendations 

I  have  discussed  some  of  the  problems  of  the  SSI  program  as  it  is 
affecting  the  lives  of  the  senior  citizens  of  New  York  State.  The  presi- 
dent and  the  board  of  directors  of  the  New  York  State-Wide  Senior 
Action  Council  would  like  to  make  the  following  recommendations : 

(1)  We  strongly  urge  the  Senate  committee  to  work  to  carry  out 
the  income  recommendations  of  the  White  House  Conference  of  1971. 
As  the  Post  White  House  Conference  panel  on  income  pointed  out, 
"There  is  no  substitute  for  income  if  people  are  to  be  free  to  exercise 
choice  in  their  style  of  living." 

We  urge  that  the  Social  Security  levels  be  raised  to  the  intermediate 
BLS  levels,  a  move  that  would  do  much  to  achieve  the  dignity  of  self- 
decision  that  is  so  miu'li  discussed.  We  further  recommend  with  the 
committee  that  the  income  standards  for  the  SSI  program  should  be 
raised  now  to  a  level  which  can,  at  long  last,  eliminate  poverty  for  the 
elderly.  We  also  recommend  that  an  automatic  cost-of-living  adjust- 
ment mechanism  be  built  into  the  SSI  program  to  protect  the  low- 
income  elderly,  blind,  and  disabled  prior  to  the  inflationary  spiral. 
Such  increases  must  be  accompanied  by  appropriate  safeguard 
measures. 

(2)  We  further  recommend  that  the  resource  level  for  all  SSI  re- 
cipients be  raised  so  that  the  poor  elderly  could  maintain  some  sense 
of  security  and  self-dignity.  Frequently,  we  have  found  situations 
where  the  elderly  have  faced  the  following  options:  Sell  what  little 
property,  insurance,  or  personal  assets  that  they  have  to  be  eligible 
for  SSI ;  refuse  SSI  benefits  that  they  desperately  need ;  or  cheat.  The 
elderly  poor  are  proud  Americans.  The  present  SSI  program  forces 
them  to  strip  themselves  of  their  little  share  of  security  and  self-dig- 
nity to  partake  of  a  program  heralded  to  give  them  the  dignity  they 
already  had. 
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(3)  We  further  urge  the  present  application  procedure  be  simpli- 
fied so  tliat  the  elderly  recipients  would  not  be  deprived  of  the  benefits 
of  the  program  because  of  their  inability  to  cope  with  the  application 
process.  We  further  recommend  that  the  present  means  test  be  elim- 
inated in  favor  of  an  affidavit  of  need.  The  means  test  has  become 
for  the  elderly  an  unwarranted  invasion  of  their  privacy  and  self- 
dignity  which  is  rather  an  unnecessary  carryover  from  the  welfare 
system  if  one  reviews  the  income  research  studies  done  on  the  elderly. 

(4)  We  also  recommend  that  the  Federal  Government  set  up  emer- 
gency procedural  agreements  with  the  States  so  that  these  needs  of 
the  elderly  poor  can  be  dealt  with  swiftly  and  satisfactorily. 

(5)  We  also  recommend  that  the  Food  Stamp  program  not  only  be 
restored  to  those  SSI  recipients  that  are  now  not  participating  but  also 
that  it  be  expanded  to  take  into  consideration  the  incredible  inflation- 
ary rise  in  the  basic  necessities  of  the  elderly.  In  those  States  that  have 
"cashed  out"  their  food  stamps,  we  urge  that  the  Federal  Government 
insist  tliat  the  actual  benefits  be  truly  reflected  in  an  increased  supple- 
mentary payment  to  the  recipient  now. 

(6)  We  further  recommend  that  the  conmiittee  study  those  situa- 
tions where  elderly  recipients  are  losing  one-third  of  their  benefits  be- 
cause they  share  housing  facilities  with  another  recipient.  One  case 
in  particular  points  out  the  shortsightedness  of  this  aspect  of  the  SSI 
program :  Two  elderly  handicapped  gentlemen  decided  that  for  mutu- 
al help  and  support  they  would  live  together  and  share  homemaking 
responsibilities.  They  soon  found  out  that  their  payments  would  be  cut 
by  one-third  if  they  shared  such  an  arrangement  but  that  they  would 
receive  full  payment  if  they  lived  alone  and  unable  to  cope  with  their 
own  problems. 

(7)  We  further  recommend  that  the  SSI- Alert  be  continued  and 
extended.  New  York  State  Assemblyman  Andrew  Stein,  chairman  of 
the  temporary  State  Committee  on  Living  Costs  and  the  Economy 
estimates  in  his  report,  "Analysis  of  Economic  Problems  of  the 
Eklerly  in  ^^ew  York  State,"  that  "there  are  500,000  elderly  living  on 
an  annual  income  of  less  than  $2,000."  We  cannot  allow  the  SSI  pro- 
gram not  to  reach  out  and  benefit  the  hidden  elderly  poor.  We  further 
recommend  that  such  SSI-Alerts  involve  the  senior  citizens  organiza- 
tions and  clubs  across  the  country  and  provide  employment  for  the 
elderly  poor  in  assisting  their  fellow  senior  citizens  who  require 
economic  help. 

(8)  The  board  of  directors  of  the  New  York  State- Wide  Senior 
Action  Council  would  like  to  invite  the  chairman  and  this  committee 
to  come  to  New  York  State  and  hold  special  hearings  on  income 
and  tlie  future  directions  of  Social  Security.  New  York  State  has  the 
largest  concentration  of  senior  citizens  in  the  Nation  and  unfortu- 
nately we  do  not  have  representation  on  this  highly  respected  commit- 
tee. 

The  senior  citizens  of  New  York  State  are  a  highly  articulate  and 
knowledgeable  body — we  invite  you  to  come  hear  their  testimony  and 
recommendations  and  to  see  their  determination  to  work  for  and  carry 
out  the  recommendations  of  the  White  House  Conference  of  1971.  We 
further  ])ledge  our  support  and  the  support  of  those  concerned  with 
the  well-being  of  the  senior  citizens  of  New  York  State  in  your  goal 
to  work  for  the  senior  citizens  of  this  Nation. 
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Please  keep  us  informed  as  to  the  work  of  your  committee  and  we 
pi-omise  that  we  will  make  your  recommendations  known  through  our 
]iewspaper,  Senior  Action  as  well  as  to  all  our  legislators.  I  thank  you 
for  this  opportunity  to  testify  in  behalf  of  the  senior  citizens  of  New 
York  State. 

Senator  CnniCH.  Thank  you  very  much  for  your  statement.  I  cer- 
tainly do  agree  with  you  when  you  say  that  the  present  level  of  income 
that  is  established  for  SSI  recipients  falls  far  short  of  what's  necessary 
if  we're  going  to  eliminate  poverty. 

I  also  see  this  as  a  most  hopeful  program  that  we  have  enacted,  be- 
cause it's  the  first  program  that  is  directed  toward  the  low-level  in- 
come people  to  be  administered  by  Social  Security.  If  we  can  get  the 
levels  corrected,  and  if  we  can  get  adjustments  made  for  inflation  to 
come  along  soon  enough,  then  I  see  a  pension  as  a  method  for  eliminat- 
ing poverty  one  day,  among  the  elderlj-,  the  disabled,  and  the  blind 
people  in  this  country. 

Certainly  there  is  some  place  we  should  make  our  first  start  toward 
the  elimination  of  poverty,  and  if  we  can't  get  it  done  there,  we're  not 
going  to  got  it  done  at  all.  But,  the  purpose  for  these  hearings  is  to 
determine  what  the  shortcomings  of  the  present  program  are  and  see 
how  we  can  correct  them,  and  your  testimony  has  been  most  hopeful. 

Senator  Chiles? 

Senator  Chiles.  I  wonder  if  someone  on  the  panel  can  tell  me  wheth- 
er you  have  any  figures,  or  whether  New  York  has  any  figures  of  how 
many  new  people  we're  talking  about  that  were  not  on  welfare,  on  the 
j>resent  welfare  programs  of  New  York  before. 

Mr.  Popper.  I  don't  know  about  the  State  figure,  but  in  New  York 
City,  as  of  June  30,  we  had  added  120,000  people. 

Senator  Chiles.  That  was  the  120,000  figure  that  you  gave — that 
was  in  New  York  City  ? 

Mr.  PoppEij.  Yes,  sir,  that  was  Noav  York  City.  I  dont'  know  the 
State. 

Need  to  Continue  SSI-Alert  Prograim 

Reverend  O'Donnell.  I  think  this  is  what  we're  talking  about,  the 
SSI-Alert,  the  need  for  continuation  of  this  program  is  because  of 
the  people  sitting  at  this  table,  the  Office  of  the  Aging,  the  Community 
Council  of  Greater  New  York,  and  the  SSI- Alert  program  brought  in 
this  number  of  people,  the  upstate  areas,  because  they  lacked  SSI- 
Alert  programs  except  for  a  few  cities.  The}'  are  not  as  successful. 
Tliere  are  many  senior  citizens,  as  I  pointed  out,  the  estimate  is  there 
are  500.000  senior  citizens  who  might  be  eligible. 

Mr.  Popper.  I  would  hate  to  tell  you  which  count}',  but  I  met  the 
county  commissioner  of  social  services  in  one  of  our  counties,  and  he 
said  to  hell  with  this.  It's  just  a  lot  more  work  to  have  these  old  people 
signed  up.  So  it  was  really  in  New  York  City  that  between  the  three 
of  us  we  made  a  lovely  couple  and  did  quite  a  fine  job. 

Senator  Chiles.  And  this  120,000  increase — in  your  testimony  I 
know  that  you  said  that  was  scratching  the  surface,  that  there  are  more 
out  there — ^how  does  that  fit  in  with  the  number  that  are  presently  on 
this  program ?  Is  that  5  percent  ?  Is  that  10  percent? 

Mrs.  KiNOT.  That  were  on  it  before  ? 

Senator  Chiles.  The  new,  yes. 
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Mrs.  Brophy.  There  were  70,000  on  old  age  assistance  before  who 
were  grandfathered  in. 

Senator  Chiles.  70,000  ? 

Mrs.  Brophy.  70,000. 

Mr.  Popper.  Older  people. 

Mrs.  Brophy.  We're  not  talking  about  the  disabled  and  blind,  only 
the  aged.  We  added  120,000  older  people  through  SSI.  We  had  antic- 
ipated about  300,000  additional  people  from  New  York  City. 

Senator  Chiles.  But  you  have  about  doubled  ? 

Mrs.  Brophy.  Yes,  sir. 

Senator  Chiles.  The  new  people. 

Mrs.  Brophy.  Yes,  sir. 

Mrs.  Kjnoy.  In  addition,  sir,  we  have  encouraged,  and  we  know 
from  the  Social  Security  Administration  that  intent  to  file  forms 
which  they  call  lead  forms  have  been  submitted  by  the  thousands,  and 
the  Social  Security  Administration  has  not  as  yet  had  the  manpower 
nor  the  time  to  process  tliese  applications,  and  although  there  has  been 
a  ruling,  happily,  from  the  Social  Security  Administration  that  if  a 
person  is  deemed  eligible  his  eligibility  will  be  retroactive  to  the  date 
on  the  intent-to-file  form,  and  furtherwise  we  feel  that  it's  shocking 
that  a  person  may  have  to  wait  3  or  4  months  after  the  lead  form  has 
been  received  in  order  for  him  to  start  obtaining  benefits. 

Senator  Chiles.  But  we're  still  talking  about  120,000  people  that  are 
receiving  some  benefits  now  that  they  didn't  receive  before,  prior  to 
the  SSI  program. 

Mr.  Popper.  Quite  true. 

Senator  Chiles.  That  they  were  not  recipients  at  all. 

Mr.  Popper.  Quite  true. 

Senator  Chiles.  And  that's  about  double  the  number  that  were. 

Mr.  Popper.  You've  got  to  remember  that  youVe  dealing  with  a  gen- 
eration that  didn't  believe  in  accepting  charity. 

Reverend  O'Donnell.  Eleanor  Morris  has  pointed  out  that  many 
of  those  hundred  thousand  have  also  found  out  that  they  were  eligible 
for  Social  Security  benefits. 

Mr.  Popper.  We  found  all  sorts  of  people  that  were  eligible  for 
Social  Security  who  didn't  know  it. 

Senator  Church.  Who  didn't  know  it. 

Senator  Chiles.  Well,  I  think  we  also  have  to  take  into  considera- 
tion when  we  talk  about  all  the  problems  of  SSI,  what  some  of  these 
benefits  are,  that  120,000  have  been  identified  now  and  are  being  called 
into  the  system,  and  weren't  getting  anything  for  it  before  and  prob- 
ably wouldn't  be  getting  anything  today  if  we  didn't  have  the  pro- 
gram. 

Mr.  Popper.  Oh,  yes.  Oh,  yes. 

Mrs.  KiNOY.  We  are  in  agreement. 

Mr.  Popper.  We  are  not  critical  at  all.  We  just  think  we  have  to  do 
better. 

Bad  Publicity  Affects  SSI  Prograim 

Reverend  O'Donneij..  I  think  the  concern  that  we  might  have  is  that 
the  publicity  surrounding  the  SSI  program  and  the  stories  that  have 
been  published  have  been  quite  negative  about  long  lines,  about  chaos, 
about  the  delays,  and  we  really  feel  that  there  should  be  a  continued 
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intent  by  the  Federal  Government  to  make  a  very  positive  alert  system 
throughout  this  country  so  that  those  senior  citizens  who  might  be 
hesitating  to  apply  for  this  program  because  of  what  they  see  in  the 
paper  about  heated  buses  in  New  York  City  during  the  winter  months, 
that  they  would  come  in— and  Alice  Brophy  and  Susan  Kmoy  here 
have  been  really  developing  a  very  positive  approach  to  SSI,  and 
I  think  it's  very  needed  in  upstate  New  York. 

Mr.  Popper.  We  only  criticize  it  when  we  come  here;  we  didn't 
criticize  it  elsewhere. 

Mrs.  Bkophy.  I  think  the  other  point  that  we  should  make  is  that 
with  the  assets  limitations  much  higher  than  it  was  under  welfare,  a 
lot  of  people  became  eligible.  We  think  it's  great,  because  having  $1,500 
in  assets  doesn't  make  you  an  affluent  person  in  our  society  today.  But 
under  welfare  you  could  only  have  $500. 

Mrs.  KiNOY.  In  addition  to  what  father  said  about  food  stamps,  we 
would  like  to  congratulate  the  Congress  for  H.R.  15124  that  you've 
just  passed,  and  we  certainly  hope  that  it  will  be  signed  into  law  by  the 
President.  That  shows  that  you  recognize  this  problem,  but  in  addi- 
tion, since  this  is  a  bill  that  we  understand  that  is  only  for  1  year's 
duration,  we  would  like  to  agree  very  strongly  with  the  recommenda- 
tions of  the  head  of  our  HEW  district,  Mrs.  Bernstein,  who  in  her 
testimony  in  New  York  State  felt  that  as  of  June  30, 1975,  every  single 
person  who  meets  food  stamp  eligibility  criteria,  no  matter  what  the 
source  of  his  or  her  income,  including  SSI,  should  be  eligible  for  food 
stamps,  and,  therefore,  food  stamps  should  just  be  removed  from  SSI 
so  that  anybodv  wlio  meets  tlie  food  stamp  criteria  should  get  it,  and  if 
their  income  comes  from  SSI,  that's  one  thing,  and  if  their  income 
comes  from  something  else,  they  should  still  be  eligible. 

Senator  Church.  That  bill,  incidentally,  has  be^n  signed. 

Mrs.  KiNOY.  Good,  good.  That's  wonderful. 

Senator  Church.  Miracles  keep  happening.  All  right.  Thank  you 
very  much. 

Mr.  Popper.  Thank  you. 

Senator  Church.  Our  next  witness  is  Hon.  Martha  W.  Griffiths  of 
the  U.S.  House  of  Representatives. 

Mrs.  Griffiths.  Thank  you  very  much. 

Senator  Church.  Before  we  begin,  let  me  welcome  you  to  the 
committee. 

Mrs.  Griffiths.  I  would  like,  if  you  have  no  objection,  to  file  a 
longtliy  statement  in  wliicli  I  have  discussed  the  major  income  main- 
tenance programs  for  the  aged  and  how  they  fit  together,  and  to  con- 
fine my  remarks  to  a  simpler  statement. 

Senator  Church.  Yes;  your  statement  will  be  included  in  the 
record.^ 

STATEMENT  OF  HON.  MAETHA  W.  GRIFFITHS,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mrs.  Griffiths.  Federal  expenditures  for  the  aged  are  scheduled 
to  reach  $76  billion  in  fiscal  year  1975,  a  staggering  amount  which 
should  be  achieving  far  more  than  it  is.  In  my  prepared  statement,  I 
will  discuss  in  detail  several  of  the  largest  programs  for  the  aged.  In 
my  time  now,  I  will  summarize  my  principal  recommendations. 

1  See  p.  698. 
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Recommendation  No.  1 :  Congressional  actions  should  be  based  on 
cold  facts,  not  merely  warm  feelings. — In  our  efforts  to  help  the  aged, 
we  oft€n  have  acted  more  on  the  urge  to  do  good  than  on  the  basis 
of  hard  facts.  Before  we  act,  we  should  know  the  characteristics  of 
who  will  benefit,  by  how  much  they  will  benefit,  who  will  pay,  and  how 
much  it  will  cost.  Otherwise,  we  may  again — as  we  have  in  the  past — 
spend  many  millions,  yet  see  that  only  a  few  dollars  trickle  down  to 
the  persons  we  intend  to  aid.  The  need  for  objective  analysis  is  acute 
for  two  reasons.  First,  dollars  to  aid  the  aged  are  scarce;  we  cannot 
afford  to  throw  them  away.  Second,  most  of  the  aged  benefit  from 
more  than  one  program;  unless  the  analysis  extends  to  program  in- 
terrelationships we  will  not  foresee  the  true  impact  of  our  action. 

Let  me  give  an  example.  A  successful  amendment  added  on  the 
House  floor  to  the  housing  bill,  S.  3066,  provided  that  Social  Se- 
curity increases  may  not  be  counted  to  raise  public  housing  rents. 
Public  housing  rents  are  supposed  to  be  related  to  income,  and  I  find 
no  logic  to  arbitrarily  ignore  certain  types  of  income.  This  amendment 
could  be  counterproductive.  If  it  were  to  become  standard  practice. 
it  could  discourage  local  housing  authorities  from  taking  elderly  ten- 
ants. Since  housing  authorities  must  have  operating  revenues,  they 
would  have  to  make  up  deficits  by  raising  rents  overall,  or  only  for  the 
nonaged,  or  seek  relief  from  Federal  taxpayers  by  asking  the  Depart- 
ment of  Housing  and  Urban  Development  for  extra  subsidies. 

Finally,  consider  the  inequities  involved.  There  was  no  provision 
to  ignore  veterans'  pension,  railroad  retirement,  SSI,  or  wage  in- 
creases. Yet  some  of  these  other  persons  in  the  public  housing  project 
may  have  lower  incomes  than  Social  Security  beneficiaries.  I  note  that 
similar  amendments  have  been  introduced  affecting  the  Food  Stamp 
and  Medicaid  programs. 

Social  Security  Minimilm  Rise  Little  Help 

Another  example  is  the  pressure  to  raise  the  Social  Security  mini- 
mum benefit,  now  $93.80,  on  the  grounds  of  helping  the  poor.  But  the 
millions  of  dollars  this  would  cost  would  not  give  one  dime  to  the 
poorest  aged  person  on  Social  Security.  He  already  is  guaranteed  $72 
more  a  month  because  of  the  new  Supplemental  Security  Income  pro- 
gram. The  way  to  help  him  is  to  boost  SSI  higher.  If,  instead,  the 
Social  Security  minimum  were  raised  $10  or  $20  or  $30  a  month,  it 
would  benefit  no  aged  recipient  except  those  who  were  not  poor  enougli 
to  qualify  for  SSL  The  increased  minimum  would  be  largely  a  wind- 
fall for  the  nonneedy,  typically  persons  receiving  other  pensions  be- 
cause they  spent  most  of  their  working  years  under  other  retirement 
systems. 

A  Fiscal  Policy  Subcommittee  report  in  1972  showed  that  of  all 
married  men  who  were  newly  retired  Social  Security  beneficiaries 
receiving  the  minimum,  52  percent  had  other  public  pension  income, 
6  percent  received  private  pensions,  and  4  percent  received  veterans" 
cash  benefits.  Only  3  percent  were  so  poor  that  they  received  public 
assistance. 

Senator  Church.  Don't  you  agree,  I  think  you  said  this,  that  SSI 
represents  the  discriminating  way  to  reach  the  people  who  really  are 
most  in  need  ? 
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Mrs.  Griffiths.  Of  course. 

Senator  Chukch.  And  therefore,  we  should  improve  this  program 
if  we  want  to  reach  those  people. 

Mrs.  Griffiths.  Remove  the  welfare  elements  from  Social  Security 
and  pay  the  people  who  have  paid  in. 

Senator  Church.  Yes. 

Mrs.  Griffiths.  Recommendation  No.  2:  Benefits  for  the  aged 
should  be  delivered  in  the  most  efficient  form  possible. — Wlien  the  work 
force  and  the  economy  are  expanding  rapidly,  generosity  to  all 
groups — including  the  aged — is  relatively  painless.  Payroll  taxes  auto- 
matically generate  extra  revenue  that  can  be  shared  with  retired  and 
disabled  workers  and  their  families. 

For  many  years  rapid  growth  in  productivity  and  population  has 
made  it  easy  to  use  Social  Security  to  help  many  persons  who  are 
presumed  to  be  needy,  even  though  they  meet  no  reasonable  insurance 
criteria,  without  explicitly  cutting  back  on  benefits  to  retired  and 
disabled  workers. 

The  minimum  Social  Security  benefit  illustrates  this  also.  A  65- 
year-old  man  retiring  in  July  1974  who  qualifies  for  the  minimum 
benefit  will  receive  $140.70  monthly  for  himself  and  his  wife.  Assum- 
ing they  both  live  10  years  and  the  benefit  is  increased  annually  by  5 
percent  to  offset  cost-of-living  increases,  they  will  collect  a  total  of 
over  $21,000.  For  this,  the  man  could  have  contributed  as  little  as  $11.50 
ill  total — matched  by  his  employer.  Yet  this  man  may  ])e  a  retired 
Federal  civil  servant  with  an  annual  pension  of  $8,000  also  adjusted 
upward  for  cost-of-living  increases.  In  this  day  and  age,  the  mininmm 
benefit  for  that  couple  is  sheer  waste. 

Moreover,  Social  Security  has  been  turned  into  a  family  benefit 
program,  and  the  list  of  eligible  dependents  has  been  steadily  length- 
ened to  include  even  grandchildren,  without  concomitant  requirements 
that  workers  with  dependents  pay  larger  Social  Security  taxes  or  take 
a  reduced  benefit  themselves.  As  a  result,  40  percent  of  the  30  million 
Americans  now  on  the  Social  Security  rolls  are  not  retired  or  disabled 
workers. 

Finally,  benefits  have  been  increased  repeatedly  in  i-ecent  years  to 
make  them  more  nearly  adequate,  and  since  1956  they  have  climbed 
faster  than  living  costs  and  even  have  exceeded  productivity  increases. 

Broadened  coverage,  more  generous  benefits  for  dependents,  bene- 
fits as  large  or  larger  than  low  covered  wages  all  have  made  Social 
Security  a  more  adequate  program  for  some  workers,  but  a  less  reward- 
ing one  for  others  with  higher  wages  or  few  dependents.  It  has  proved 
inefficient  and  unfair  to  try  to  use  Social  Security  as  a  welfare  system 
without  a  means  test,  and  it  has  reduced  the  capacity  of  Social  Security 
to  pay  wage-related  benefits.  This  pattern  has  been  repeated  in  private 
pension  plans,  and  in  other  Federal,  State,  and  local  public  employee 
retirement  systems. 

Work  Force  Ratio  Declixixg 

But  no  longer  is  the  work  force  expanding  faster  than  the  popula- 
tion of  ex- workers  and  their  dependents  and  survivors.  Now  there  are 
only  three  workers  to  pay  the  benefits  of  each  recipient.  This  ratio  is 
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fcillino-.  By  the  year  2025  it  is  expected  to  slirink  another  one-third, 
down  to  two  workers  per  Social  Security  beneficiary.  ^ 

Carino:  for  the  aged,  who  are  retiring  sooner  and  living  longer,  will 
require  far  heavier  outlays  by  a  relatively  smaller  work  force.  The 
job  probably  will  demand  higher  Social  Security  payroll  taxes  to 
finance  Social  Security  checks,  higher  consumer  prices  to  help  finance 
private  pension  plans,  higher  Federal,  State,  and  local  taxes  of  various 
sorts  to  finance  public  employee  retirement  systems  and  medical  care. 

The  young  should,  and  probably  will,  demand  that  we  either  cut 
back  on  benefits  for  the  aged,  or  else  that  we  distribute  them  in  the  most 
efficient  form  possible.  This  will  mean  more  emphasis  on  need-related 
benefits  rather  than  on  the  haphazard  distribution  of  quasi-welfare 
benefits  through  Social  Security.  We  must  begin  now  to  make  Social 
Security  more  a  wage-replacement  program  and  less  a  welfare  pro- 
gram paying  out  billions  of  dollars  a  year  in  benefits  that  have  no 
basis  in  contributions  or  former  earnings. 

I  believe  that  there  will  be  painful  retrenchment  all  around  in  the 
next  several  decades.  Some  of  today's  workers  may  fail  to  collect  the 
retirement  benefits  they  are  counting  on.  They  will  be  the  victims  of 
a  shortfall  in  retirement  program  financing.  If  public  employee  re- 
tirement programs  continue  to  grow  plusher,  it  is  not  inconceivable 
to  me  that  some  programs  eventually  will  have  to  default  on  benefits, 
especially  at  State  and  local  government  levels. 

Many  large  cities  already  are  suffering  because  of  liberal  pension 
promises.  More  and  more  State  and  local  governments  as  well  as  in- 
dustry are  agreeing  to  demands  for  "30  years  and  out,"  that  is,  a  full 
pension,  regardless  of  age,  after  30  years  employment.  Given  that  the 
average  life  expectancy  for  someone  age  65  in  1969  was  nearly  80 
years,  someone  entering  the  labor  force  at  age  18  could  qualify  for  "30 
and  out"  benefits  at  age  48  and  then  collect  benefits  for  another  30 
years,  paid  for  by  taxpayers  and  consumers.  The  distributive  aspects 
of  such  schemes  are  horrible,  since  it  will  be  the  less  well-paid  people 
who  will  be  footing  a  disproportionate  share  of  the  bill. 

I  believe  these  schemes  require  much  closer  Federal  Government 
regulation  than  heretofore.  If  local  officials  can't  take  the  heat,  we 
must  do  it  for  them — although  our  own  record  is  far  from  perfect  in 
this  regard. 

Senator  Church.  May  I  just  interrupt  to  ask  you  this  question? 
Wouldn't  you  say  in  this  regard  that  the  Federal  retirement  plan  may 
be  equally  faulty  ? 

Mrs.  Griffiths.  It  is  indeed.  As  a  retiring  Congressman,  I  must 
say  that  I  tliink  these  pensions  are  altocether  too  higli,  but  the 
chances  of  the  Federal  Government  being  able  to  pay  are  greater  than 
localities. 

For  instance,  some  cities  are  already  going  broke.  If  we  hadn't  in- 
stituted revenue  sharing,  many  of  the  larger  cities  would  have  been  in 
desperate  straits.  My  own  city  of  Detroit  is  one  of  them.  I  urged  in 
the  revenue  sharing  bill  that  we  set  up  some  sort  of  limited  pension. 

Recommendation  No.  3 :  SSI  must  be  liberalized. — If  retirement  sys- 
tems are  reoriented  back  to  a  stricter  wage-replacement  role  and  away 
from  welfnre  functions,  improvements  must  be  made  in  the  SSI  pro- 
grarn._  I  believe  that  SSI  should  be  raised  initially  by  more  than  cost- 
of-living  increases,  and  eventually  by  cost-of-living  changes  alone. 
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SSI  Asset  Epiquirements  Unfair 

This  will  assure  that  money  will  be  channeled  to  the  neediest.  Also, 
the  SSI  asset  test  must  be  liberalized.  Now,  some  persons  with  modest 
Social  Security  benefits  and  modest  assets  have  to  choose  between 
wiping  out  their  savings  and  receiving  SSI  supplementation,  on  the 
one  hand,  and  retaining  their  savings  and  forfeiting  SSI,  on  the 
other. 

This  is  unfair.  After  SSI  went  into  effect  last  January,  one  aged 
widow  with  a  monthly  income  of  $120,  no  car,  and  a  modest  $15,000 
house  was  denied  SSI  because  she  had  $2,000  in  the  bank,  $500  over 
the  limit  for  an  individual.  She  protested  that  she  was  being  punished 
because  she  had  saved  instead  of  buying  a  car  or  a  more  expensive 
house.  And  she  was  right.  For  SSI  rules  permit  recipients  to  own 
automobiles  and  $25,000  houses,  but  sharply  limit  their  savings  ac- 
counts. Congress  should  liberalize  the  asset  limit  for  SSI. 

Senator  Church.  I  wonder  if  this  problem  could  be  reached  if  the 
test  were 'an  aggregate  test. 

Mrs.  Griffiths.  Yes. 

Senator  Church.  Kather  than  a  particular  one. 

Mrs.  Griffiths.  Yes.  As  a  concluding  note,  I  want  to  urge  that  our 
jxTspcctives  be  broader  than  the  aged.  They  have  special  problems,  but 
the  needs  of  many  nonaged  persons  also  are  acute.  We  need  health 
insurance ;  that  costs  money.  Welfare  reform  and  greater  aid  for  the 
working  poor  cannot  be  bought  cheaply.  The  Treasury  reserves  of  the 
1950's  and  early  1960's  no  longer  exist,  and  hard  choices  about,  dis- 
tributing scarce  resources  must  be  made.  I  urge  the  Congress  to  ap- 
proach these  choices  with  the  fullest  possible  information  about  the 
consequences  of  our  actions. 

Senator  Church.  Thank  you  very  much  for  what  I  think  is  a  very 
sobering  and  highly  responsible  statement  that  you  have  made. 

Mrs.  Griffiths.  Thank  you. 

Senator  Church.  I  certainly  will  give  it  very  careful  attention.  I 
liope  the  full  committee  will. 

Mrs.  Griffiths.  I  would  like  to  notify  you  and  the  rest  of  the 
Senate  that  there  is  a  bill  on  which  the  conference  committee  is  meet- 
ing today,  H.E.  8217,  which  holds  in  it  an  undesirable  change  in  the 
hold-harmless  provisions  of  SSI.  It  would  mean  that  once  again  the 
States  that  have  paid  the  highest  benefits  to  the  aged,  blind,  and  dis- 
abled in  the  past  would  be  permitted  to  raise  these  sums  at  the  ex- 
pense of  Federal  taxpayers. 

For  eight  States,  the  Federal  Government  would  pay  out  $75  mil- 
lion. In  the  State  of  California,  for  instance,  assuming  a  10-percent 
boost  in  the  cost  of  living,  the  amendment  could  boost  the  California 
guarantee  for  an  aged  couple  on  Social  Security,  SSI,  and  State 
supplement  to  $482  per  month.  That's  almost  $5,800  per  year,  tax-free. 

Now,  to  me,  that  is  a  ridiculous  waste  of  money.  These  States  cannot 
get  away  with  the  story  that  it  costs  more  to  live  in  their  State  than 
it  costs  in  others.  It  isn't  true.  It  does  not  cost  more  to  live  in  Milwaukee 
than  in  Chicago,  and  the  truth  is  that  there  is  a  greater  variation  be- 
tween the  big  cities  and  the  small  towns  within  States  than  between 
the  big  cities  in  any  part  of  the  country. 

Therefore,  everybody  can  begin  saving  this  afternoon  on  that  first 
$75  million  going  to  those  eight  States. 

40-786 — 75 3 
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Senator  Church.  All  right.  I  hope  you  try  to  get  that  message  to 
the  conferees. 

Mrs.  Griffiths.  I  have.  In  fact,  if  it  doesn't  work,  I'm  going  to  get 
at  the  President. 

Senator  Church.  Thank  you.  Thank  you  very  much. 

[The  prepared  statement  of  Mrs.  Griffiths  follows :] 

Prepared  Statement  of  Representative  Martha  W.  Griffiths,  of  Michigan 

I  am  pleased  to  appear  before  the  Committee  today  to  discuss  future  directions 
in  programs  for  the  aged.  This  is  a  subject  of  direct  importance  to  all  Americans, 
both  young  and  old,  and  I  congratulate  the  Committee  for  providing  a  congres- 
sional forum  where  the  issues  can  be  pursued  in  depth. 

These  hearings  are  particularly  timely  because  the  social  security  system  has 
reached  a  crossroads.  Tvpo  things  have  happened  that  lead  me  to  this  conclusion. 
First,  we  have  a  revolutionary  new  program — supplemental  security  income,  or 
SSI — providing  an  income  floor  for  all  Americans  who  are  aged,  blind,  or  dis- 
abled. Second,  the  maturing  of  the  social  security  system,  coupled  vplth  dramatic 
changes  in  the  age  distribution  of  the  U.S.  population,  mean  that  new  approaches 
will  be  needed  to  maintain  a  viable,  effective  system. 

In  my  testimony  today,  I  will  discuss  first  the  long,  and  growing,  laundry  list 
of  programs  for  the  aged.  Then  I  will  describe  how  we  stretched  and  diverted 
the  social  security  program  away  from  the  goal  of  retirement  income  based  on 
wages.  We  did  this  in  an  attempt  to  fill  some  of  the  gaps  in  welfare ;  but  social 
security's  quasi-welfare  features  have  proved  to  be  a  careless  way  to  help  the 
needy  which,  at  the  expense  of  workers,  give  vsdndfalls  to  the  nonpoor.  I  will  take 
up  the  implications  of  SSI,  a  program  that  should  help  us  strengthen  social 
security  and  make  it  more  adequate  for  retirees.  Finally,  I  want  to  talk  about 
SSI  itself.  It  has  some  problems,  both  internally  and  in  its  relationship  to  other 
programs,  that  Congress  should  deal  with  soon. 

ON  WHAT  ABE  THE  AGED  LIVINQ? 

In  addition  to  their  earned*  and  nneamed  Income  and  private  pensions,  the 
aged  benefit  from  a  panoply  of  Federal  Government  programs  which  will  cost 
federal  taxpayers  an  estimated  $76  billion  in  fiscal  year  1975,  and  additional 
billions  to  State  and  local  taxpayers.  These  programs  include  social  security, 
supplemental  security  income,  veterans'  pensions,  federal  retirement  benefits, 
medicare,  medicaid,  food  stamps,  meals  on  wheels,  and  subsidized  housing  units. 
The  tax  structure  provides  additional  billions  through  double  exemptions  and 
nontaxation  of  social  security,  SSI,  and  veterans'  pensions.  States  and  localities 
often  provide  homestead  exemptions,  tax  credits,  and  free  or  reduced-price 
transportation.  Even  private  businesses  join  in  by  offering  cut-rate  meals,  theater 
passes,  and  transportation. 

This  is  a  huge  effort,  and  should  be  more  effective  than  It  Is  In  helping  the  aged 
live  reasonably.  What  hinders  greater  effectiveness?  In  my  judgment  there  are 
two  reasons :  first,  programs  are  designed  less  efficiently  in  reaching  the  poor 
than  they  should  be  and  so  waste  money ;  and  second,  workers  are  demanding — 
and  getting — costly  settlements,  such  as  retirement  pay  after  30  years,  which 
increasingly  run  counter  to  the  national  economic  interest. 

THE  STEETCHINQ  OP  SOCIAL  SECUBITY 

Congress  designed  social  security  to  be  a  contributory  wage-replacement  pro- 
gram which  would  be  available  to  retirees  on  an  eamed-right  basis.  But  today 
the  connection  between  earnings  and  taxes  on  the  one  hand,  and  benefits  on  the 
other,  is  somewhat  tenuous,  and  the  "earned  benefit"  notion  is  a  mixture  of 
fact  and  fiction.  Social  security  has  become  more  "social"  in  several  respects. 


*  Earned  Income  Is  a  more  Important  source  of  Income  for  the  aged  than  Is  commonly 
believed.  The  1968  Survey  of  the  Aged  revealed  that  earnings  accounted  for  30  percent  of 
the  total  Income  of  all  the  aged  In  1007.  (See  Lenore  E.  Blxby,  "Income  of  People  Aged 
65  and  Older :  Overview  from  1968  Survey  of  the  Aged,"  Social  Security  Bulletin,  Vol.  33. 
No.  4  (April  1970),  p.  14. 

It  la  Interesting  that  many  of  the  aged  can  and  do  work  when  economic  necessity 
requires  it.  For  example,  more  than  one-third  of  men  age  65  and  over  worked  during  1972 
and  19  percent  worked  full  time,  year  round.  In  1967  more  than  half  the  marrlpd  men  age 
72  and  over  whose  other  family  income  was  below  $500  worked  or  looked  for  work,  but  only 
10  percent  did  so  if  their  other  family  Income  was  between  $1,500  and  $3,000. 
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chiefly  because  of  modifying  it  to  fill  gaps  in  public  assistance  programs.  No 
federal  or  federal-State  cash  assistance  program  aids  needy  childless  individuals 
and  couples  who  are  neither  officially  old  (age  65)  nor  totally  disabled.  More- 
over, before  the  implementation  of  SSI  in  January  1974,  public  assistance  pro- 
grams for  the  aged,  blind,  and  disal^led  were  State  operations.  Many  State 
programs  restrained  applications  for  welfare  by  requiring  contributions  from 
relatives  and  liens  on  property  of  the  poor,  and  by  harsh  administration  and 
stringent  asset  limitations.  Welfare's  omissions  and  restrictions  placed  continual 
pressure  on  social  security  to  cover  as  many  worliers  and  dependents  as  possible 
and  to  pay  them  as  mucii  as  possible. 

Social  security's  gap-filling  features  come  in  several  forms.  There  is,  first,  the 
tuinimum  social  security  benefit,  set  artificially  high  on  the  basis  of  presumed 
need ;  second,  dependents'  benefits,  establislied  without  requirement  that  worliers 
pay  extra  taxes  for  them;  and,  third,  the  benefit  computation  formula,  which 
favors  low  earnings. 

Social  security's  minimum  benefit  is  very  high  in  relation  to  payroll  taxes  paid 
because  it  is  presumed  that  a  person  is  poor  if  his  lifetime  earnings  covered  by 
the  system  are  poor.  However,  the  majority  of  newly  retired  male  beneficiaries 
of  the  minimum  payment  have  other  pensions  and  are  not  among  the  neediest  of 
the  aged.'  A  65-year-old  man  retiring  in  July  1974  who  qualifies  for  the  minimum 
benefit  will  receive  $140.70  monthly  for  himself  and  his  wife.  Assuming  they 
both  live  ten  years  and  the  benefit  is  increased  annually  by  5  percent  to  offset 
cost-of-living  increases,  they  will  collect  a  total  of  over  $21,000.  For  this,  the  man 
could  have  contributed  as  little  as  $11.50  in  total  (matched  by  his  employer). 
Yet  this  man  may  be  a  retired  federal  civil  servant  with  an  annual  pension  of 
$10,000,  also  adjusted  upward  for  cost-of-living  increases. 

A  second  departure  from  the  insurance  concept  is  the  Inclusion  of  dependents 
eligible  for  benefits  without  a  requirement  that  workers  with  dependents  pay 
larger  social  security  taxes  or  take  a  reduced  benefit  themselves.  Even  before  the 
first  old-age  insurance  check  was  paid  in  1940,  the  goals  of  social  security  were 
enlarged  and  it  was  converted  from  a  worker-only  program  into  a  family  program 
by  addition  of  benefits  for  dependents  (wives  and  children)  and  survivors  (aged 
widows,  young  widows  with  children,  and  dependent  parents). 

Over  the  years  additional  relatives  have  been  made  eligible  and  age  limits 
have  been  liberalized.  Dependent  aged  husbands  of  insured  workers  were  added 
in  1950;  widows  aged  62,  1956;  children  18-21  who  are  full-time  students,  1965; 
divorced  aged  wives,  1965;  students  up  to  age  22,  1972;  and  dependent  grand- 
children, in  1972.' 

Benefit  amounts  for  an  aged  parent  were  raised  from  50  percent  of  the  worker's 
primary  insurance  amount  to  75  percent  in  1950;  for  a  child,  from  50  percent  to 
75  percent  in  1960 ;  for  an  aged  widow,  from  75  percent  to  82.5  percent  in  1961 
and  to  100  percent  in  1972. 

Provisions  of  greater  help  for  greater  presumed  need — that  of  a  worker  with 
dependents — diluted  the  program's  reward  for  past  work,  yielding  two  markedly 
different  benefit  amounts  to  two  workers  who  paid  exactly  the  same  payroll 
taxes.  The  presumed  need  approach  has  made  social  security  a  much  more  com- 
prehensive form  of  income  maintenance,  assuring  most  American  families  with 
dependent  children  monthly  checks  from  the  U.S.  Treasury  if  their  breadwinner 
died  or  became  disabled.  Indeed,  40  percent  of  the  30  million  Americans  now  on 
the  social  security  rolls  are  not  retired  or  disabled  workers,  but  are  instead  their 
wives,  widows,  surviving  divorced  wives,*  children,  parents,  and  even  grand- 
children. All  of  these  persons  are  drawing  benefits  on  the  earnings  record  of 
their  former  breadwinner,  but  their  checks  are  paid  with  the  payroll  taxes  of 
current  ivorkers  and  their  employers.  Although  social  security  benefit  Increases 
usually  are  hailed  as  aid  for  the  aged,  this  is  misleading.  One  of  three  social 
security  checks  goes  to  persons  under  65  years  old,  Including  about  three  million 
children. 


-  Fourteon  iiercent  of  civil  service  retirees  receive  the  social  security  minimum.  In  a  1071 
study  entitled  Preliminary  Findings  from  the  Survey  o}  New  Beneflciariea,  the  Social  Secu- 
rity Administration  reported  that  of  all  married  men  who  were  newly  retired  OASI  bene- 
lici'aries  receivinj;  the  minimum,  52  percent  had  public  pension  income.  6  percent  received 
private  pensions,  4  percent  received  veterans'  cash  benefits,  and  only  3  percent  were  6o  poor 
as  to  be  recipients  of  public  assistance. 

3  Coverage  of  dependents  Is  capricious,  however.  A  divorced  wife  may  receive  benefits 
drawn  on  her  former  husband's  account  if  they  were  married  20  years,  but  not  If  the 
marrlasre  ended  six  months  sooner.  A  needy  62-year-old  woman  can  receive  aid  on  the 
account  of  a  deceased  son  who  formerly  supported  her,  but  her  equally  needy  62-year-old 
neighbor  cannot  receive  aid  on  the  account  of  a  deceased  sister  who  formerly  supported  her. 

*  Some  of  the  women  drawing  benefits  on  their  husbands'  accounte  are  also  retired  or 
disabled  workers  whose  own  accounts  would  entitle  them  to  lower  benefits. 
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A  third  welfare  aspect  of  social  security  is  the  benefit  computation  formula, 
which  provides  a  replacement  rate  for  low  earnings  that  is  six  times  that  for 
the  highest  earnings  covered.  Since  there  is  no  way  to  provide  adequate  earnings- 
related  benefits  to  persons  with  a  history  of  inadequate  earnings,  the  benefit 
schedule  has  been  warped  in  favor  of  those  with  low  covered  earnings.  So, 
benefits  do  not  differ  as  much  as  they  would  if  based  primarily  on  long-run 
wages  and  taxes.  The  law  originally  provided  that  the  worker  who  retired  after 
paying  the  maximum  payroll  tax  over  the  years  was  to  receive  a  benefit  8.5  times 
larger  than  that  received  by  the  worker  who  paid  only  the  qualifying  minimum. 
In  1950  the  ratio  dropped  to  four  to  one.  Today  the  minimum  benefit  paid  is  only 
3.2  times  the  minimum. 

The  social  security  benefit  schedule  for  new  retirees,  as  of  July  1,  1974,  shows 
that  benefits  replace  a  progressively  higher  proportion  of  lower  average  monthly 
covered  wages : 


Average  monthly  covered  wage 


Primary 
benefit ' 


Portion  of  average  wage 
replaced  2  by — 


Primary 

benefit 

(percent) 


Primary  plus 

wife's  benefit 

(percent) 


$400 3  $259. 00 

$300 - 214.40 

$200 -.- --  171.40 

$100 - 120.80 


65 

71 

86 

121 


97 
107 
129 
181 


'  For  exworker  with  a  wife,  the  benefit  and  wage-replacement  rate  each  are  50  percent  higher. 

'  Average  covered  wages  are  almost  always  lower  than  those  received  shortly  before  retirement;  hence  benefits  replace 
a  lower  proportion  of  a  retiree's  most  recent  wages. 

'  Approximately  what  would  be  received  in  July  1974  by  a  man,  age  65,  who  retired  after  receiving  median  covered 
earnings  of  about  $600  monthly  in  1973. 

The  most  dramatic  illustration  of  the  skewing  of  benefits  to  those  w-ith  low 
covered  wages  is  that  a  worker  can  retire  with  a  social  security  check  larger 
than  even  recent  earnings.  For  instance,  a  person  who  worked  two  days  a  week 
for  50  weeks  a  year  from  1964-73  at  $2.15  an  hour — and  who  never  previously 
worked  in  a  job  covered  by  social  security — would  achieve  "lifetime"  average 
monthly  covered  wages  of  $143.  Such  a  person  could  retire  after  July  1,  1974  at 
age  65  and  collect  a  monthly  social  security  check  of  $147.10,  plus  $73.60  for  his 
wife,  or  a  total  of  $220.70,  more  than  50  percent  above  his  covered  monthly  wage. 

Benefits  have  been  increased  repeatedly  in  recent  years  to  make  them  more 
adequate,  and  since  1956  they  have  climbed  faster  than  living  costs  and  have 
largely  kept  pace  with  productivity  increases.  In  other  moves  to  enhance  ade- 
quacy of  benefits,  the  minimum  benefit  paid  has  been  raised  relative  to  other 
benefits  and  to  increases  in  the  cost  of  living.  In  the  last  decade  Congress  multi- 
plied the  minimum  monthly  benefit  2%  times,  lifting  it  from  $40.00  to  $93.80, 
and  doubled  general  social  security  benefits.  These  gains  far  outpaced  a  .50- 
percent  rise  in  the  cost  of  living  index  in  the  period  from  December  1963  to 
December  1973. 

Broadened  coverage,  more  generou.^  benefits  for  dependents,  benefits  as  large 
or  larger  than  low  covered  wages  all  have  made  social  security  a  more  adequate 
program  for  some  workers,  but  a  less  rewarding  one  for  others  with  higher  wages 
or  few  dependents.  Furthermore,  although  the  welfare  features  of  social  security 
do  not  help  poor  persons  outside  the  system,  they  constitute  a  windfall  for  some 
non-needy  persons  within  it.  It  has  proved  inefficient  and  unfair  to  try  to  use 
social  security  as  a  welfare  system  without  a  means  test,  and  it  has  reduced  the 
capacity  of  social  security  to  pay  wage-related  benefits.  Moreover,  despite  costly 
efforts  to  make  them  "adequate,"  social  security  benefits  for  many  are  a  poor 
welfare  substitute  in  money  terms  and  must  be  supplemented  by  SSI.  Far  from 
being  a  residual  program  for  the  aged,  blind,  and  disabled,  public  assistance  has 
remained  an  important  supplement  to  social  security  benefits.  An  estimated  70 
percent  of  .supplemental  security  income  (SSI)  recipients  also  receive  social 
security  checks,  and  conversely,  about  17  percent  of  all  aged  social  security 
beneficiaries  supplement  these  benefits  with  SSI  cheeks.  Social  security  benefits 
have  limited  value  for  the.se  welfare  recipients  since  their  welfare  payments  are 
reduced  one  dollar  for  each  dollar  of  social  security  benefits  over  $20  a  month. 
Thus,  the  gain  to  an  SSI  recipient  from  having  social  security  benefits  is  limited 
to  $20  a  month  in  extra  income. 
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Up  to  now,  social  security  payments  to  most  beneficiaries  and  their  families 
have  far  exceeded  the  payroll  taxes  paid  by  them  and  their  employers.  The  cost 
of  benefits  for  each  generation  of  beneficiaries — yesterday's  workers,  their 
families  and  survivors — is  paid  by  today's  workers.  Because  the  work  force  and 
economy  lio.ve  expanded  rapidly,  payroll  tax  collections  have  risen  fast  enough 
to  permit  retired  persons  to  share  fully  in  the  Nation's  economic  growth  and 
productivity  gains.  It  has  been  easy  to  use  social  security  to  help  many  people 
who  are  presumed  to  be  needy  (even  though  they  meet  no  reasonable  insurance 
criteria)  without  explicitly  cutting  back  on  benefits  to  retired  and  disabled 
workers. 

However,  this  happy  situation  cannot  endure.  No  longer  is  the  work  force 
expanding  faster  than  the  population  of  ex-workers  and  their  dependents  and 
survivors.  It  is  estimated  that  in  the  coming  fiscal  year  100  million  workers  will 
be  paying  $64  billion  in  payroll  taxes  to  support  30  million  social  security  bene- 
ficiaries. That  is  only  slightly  more  than  three  workers  supporting  each  bene- 
ficiary. The  changing  age  composition  of  the  population  projected  for  the 
beginning  of  the  21st  century  will  reduce  this  already  low  ratio  of  payors  to 
payees  by  almost  one-third  by  the  year  2025,  when  only  2.2  workers  are  expected 
to  be  available  to  support  each  social  security  beneficiary.  Not  only  will  there  be 
more  retirees  for  each  worker  to  support,  but  they  will  have  to  be  supported 
longer,  because  most  beneficiaries  now  go  on  the  social  security  rolls  before  age 
65,°  and  life  expectancy  is  increasing.  It  will  be  difl3cult  to  keep  pace  with  the 
law's  present  commitments  for  cost-of-living  increases  without  resorting  to  gen- 
eral revenue  taxation,  to  even  greater  increases  in  the  wage  base  on  which  social 
security  taxes  must  be  paid,  or  to  a  higher  payroll  tux  rate.  To  go  further — to 
continue  passing  along  the  fruits  of  economic  growth  and  productivity  gains — 
eventually  will  become  impossible  to  finance  by  the  present  method.  This  could 
require  combined  employer-employee  tax  rates  as  high  as  60  percent  by  the  year 
2045,  compared  with  11.7  percent  now.  Resorting  to  general  revenue  financing 
would  shift  the  burden  somewhat  but  would  not  reduce  the  heavy  cost  to  tax- 
payers. Unless  social  security  is  reoriented  in  the  very  near  future,  current 
workers  will  be  fortunate  if  they  collect  benefits  that  even  equal  combined  payroll 
taxes  paid  by  them  and  their  employers  plus  interest. 

The  aging  of  the  poimhition  will  force  a  rc-evaluatinn  of  the  proper  roles  for 
social  security  and  other  public  pension  programs,  on  the  one  hand,  and  for  cash 
aid  based  on  income,  on  the  other.  The  goal  of  adequate  income  for  the  aged  need 
not  be  discarded,  but  the  stress  must  be  on  greater  efficiency  in  the  use  of  tax 
dollars.  Pressure  to  help  the  needy  must  be  taken  off  social  security.  I  believe 
that  social  security  must  be  reoriented  to  perform  a  stricter  wage-replacement 
function. 

Furthermore,  demographic  projections  unmiftakably  rule  out  any  further 
lowering  of  the  retirement  age — in  social  .security,  otber  federal.  State,  and  local 
public  employee  retirement  plans,  and  in  private  pensions.  "Thirty  and  out"  pro- 
visions are  being  agreed  to  at  a  time  when  longevity  is  increasing.  Someone 
65  today  can  expect  to  live  up  to  SO.  This  means  that  a  worker  entering  the  labor 
force  al;  IS  could  retire  at  48  and  for  another  30  years  collect  benefits  paid  for 
by  consumers  and  taxpayers.  We  are  mortgaging  the  earnings  of  the  next  gen- 
eration with  each  such  settlement. 

Equally  Important,  there  must  be  greater  candor  about  social  security  and 
other  public  retirement  programs  and  about  private  pensions.  Current  social 
security  beneficiaries  have  not  been  discouraged  from  the  belief  that  every  penny 
of  their  checks  have  been  "earned"  because  of  their  payroll  taxes.  Little  effort  is 
made  to  tell  workers  automatically  (say.  every  year)  of  their  accumulated  con- 
tributions and  retirement  benefits  to  date  and  future  projections,  as  an  aid  in 
their  retirement  planning.  I  urge  that  this  be  done. 

THE    NEW    SUPPLEMENT    SECURITY   INCOME   PROGRAM 

IMPLICATIONS   FOR   OTHER   BENEFIT   PROGRAMS 

Basic  Feat  lire. 9  of  SSI 

Last  January  a  huge  change  was  made  in  the  way  we  aid  the  aged.  The  SSI 
program  opened  for  business,  offering  a  federal  income  floor  to  replace  the  old 
State  welfare  programs  of  old-age  assistance,  aid  to  the  blind,  and  aid  to  the 
permanently  and  totally  disabled.  The  basic  SSI  program  is  financed  entirely 
from  federal  funds  and   administered  by  the  Social   Security  Administration. 


^  Fifty-two  percent  of  nion  and  67  percent  of  women  retiring  in  1972  were  under  65. 
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All  SSI  eligibility  rules,  such  as  limits  on  assets,  or  definitions  of  blindness  and 
disability,  are  the  same  nationwide.  A  recipient  with  no  other  counted  income 
receives  a  payment  of  $146  a  month,  and  an  eligible  couple  receives  $219."  These 
payment  levels  are  supplemented  in  a  number  of  States,  ranging  up  to  $252  for 
an  individual  in  Massachusetts  and  $440  for  a  couple  in  California.  The  first 
$85  a  month  of  earnings  plus  one-half  the  remainder  is  excluded  in  deducting 
income  from  the  benefit  level.  To  say  it  another  way,  the  program  taxes  earnings 
above  $85  at  a  50-percent  rate.  A  recipient  who  works  can  earn  as  much  as  $377 
a  month  and  still  be  eligible.  A  couple  could  earn  up  to  $523.  Twenty  dollars  a 
month  of  unearned  Income  such  as  social  security  is  disregarded.  For  all  SSI 
recipients  with  $20  of  other  monthly  income,  the  income  floors  thus  are  really 
$20  higher  than  the  basic  guarantee,  or  $166  and  $239. 

By  far  the  most  important  feature  of  SSI  is  its  minimum  Income  guarantee 
for  all  the  aged,  blind  and  disabled.  The  minimum  social  security  benefit  earlier 
had  served  as  a  federal  income  floor  for  part  of  this  group — those  with  social 
security  coverage.  For  the  others,  the  State  welfare  programs  placed  floors  under 
Income,  but  at  widely  varying  levels  and  with  eligibility  conditioned  on  a  variety 
of  State  rules.  For  instance,  a  destitute  aged  individual  in  Mississippi  used  to 
collect  at  most  $75  in  monthly  cash  aid.  But  in  a  suburb  of  New  York  City,  the 
maximum  old  age  relief  check  was  $239.  The  Mississippi  beneficiary  could  not 
own  a  house  valued  at  more  than  $2,500,  but  the  New  York  recipient's  house 
had  no  effect  on  his  eligibility  for  aid. 

SSI  represents  the  first  and  only  commitment  of  the  Federal  Government 
to  a  guaranteed  minimum  income  for  all  persons  in  an  age  group,  but  another 
federal  program  offers  cash  aid  to  some  of  the  poor  aged  (and  disabled),  namely, 
the  pension  program  for  needy  veterans  run  by  the  Veterans'  Administration. 
Most  SSI  and  VA  pension  recipients  also  receive  social  security  as  well.  If  you 
view  the  three  programs  as  a  single  income  maintenance  system,  SSI  and  VA 
pensions  are  like  parallel  supplements  to  social  security.  Over  half  the  SSI 
recipients  and  three-quarters  of  the  pensioners  receive  their  benefits  as  supple- 
ments to  social  security.  Looking  only  at  the  aged  recipients,  these  proportions 
rise  to  70  percent  and  85  percent,  respectively. 

Before  describing  the  consequences  of  these  overlaps  with  social  security, 
though,  I  shall  compare  the  two  supplements  for  the  needy .^ 

The  Relationship  of  881  and  Veterans'  Pensions 

The  Veterans  Administration  gives  over  $2.5  billion  a  year  in  aid  to  more  than 
1  million  needy  veterans  and  their  2  million  survivors  and  dependents.'  The 
VA  pension  program  got  underway  before  the  Social  Security  Act,  but  even  after 
that  act  permitted  federal  aid  to  State  relief  programs,  reason  remained  for  a 
program  of  direct  federal  aid  for  low-income  aged  and  disabled  veterans.  The 
federal-State  programs  of  relief  were  run  by  States  on  varying  terms,  and  some 
took  three  years  to  even  set  up  an  old-age  assistance  program.*  In  some  States, 
benefits  for  the  aged,  blind,  and  disabled  were  too  meager  or  eligibility  require- 
ments too  harsh  to  be  acceptable  to  veterans  who  had  nationwide  representation 
and  broad  public  support. 

Now  that  SSI  offers  a  basic  federal  income  floor,  however,  should  we  still 
retain  a  separate  program — with  separate  offices  and  separate  rules — for  needy 
veterans?  SSI  has  erased  most  of  the  old  objectionable  eligibility  restrictions  of 
old-age  relief.  And  its  basic  benefit  level  for  an  eligible  individual  is  slightly 
higher  than  that  of  the  pension  program  ($146  versus  $143  monthly)  and  much 
more  generous  for  aged  couples  ($219  versus  $154  monthly).  In  many  States 
SSI  supplements  lift  benefits  for  the  single  beneficiary  well  above  VA  levels. 

In  some  other  ways,  the  veterans'  program  is  less  generous  than  SSI.  For 
example,  an  aged  veteran  who  earns  $100  a  month  can  receive  a  VA  pension  of 
$112,  but  if  he  qualified  for  SSI,  his  benefit  would  be  $138.50  because  of  SSI's 
more  liberal  treatment  of  his  earnings.  Also,  in  all  but  five  States  an  SSI  recipient 
automatically  is  eligible  for  the  minimum  food  stamp  bonus,  but  a  veteran  pen- 
sioner must  qualify  on  income  grounds. 


•  In  enacting  SSI  on  October  17,  1972,  Congress  said  SSI  recipients  should  lose  elidbility 
for  food  stamps  and  surplus  commodities,  but  this  later  was  amended.  In  July  1974  SSI 
recipients  remained  eligible  for  food  benefits  except  In  five  States  that  "cashed  out"  food 
Btamps  by  giving  recipients  enulvnlent  benefits  In  extra  cash  (a  payment  Incorporated  In 
the  supplemental  payment  levels  of  those  States). 

7  Technically,  VA  pensions  are  for  needy  veterans  with  a  non-service  connected  dis- 
ability. The  prosrram  presumes  thnt  anyone  over  ace  fi5  is  disabled. 

•  Federal-State  welfare  payments  to  the  disabled  were  authorized  only  In  1950,  and 
Nevada  never  Implemented  such  aid. 
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However,  in  some  situations,  the  veterans'  program  is  more  generous  than  SSI : 

1.  Assets.  SSI  law  permits  recipients  to  have  counted  assets  no  greater  than 
$1,500  per  individual,  $2,250  per  couple.  Not  counted  are  an  automobile,  or  a 
house  valued  at  less  than  $25,000.  Thus,  a  poor  elderly  person  who  owns  a  house 
worth  $26,500,  or  has  $1,550  in  the  bank,  cannot  receive  SSI ;  but  if  he  were  a 
veteran  or  a  veteran's  survivor,  he  could  draw  a  pension. 

2.  Social  security.  A  person  living  on  a  social  security  check  of  $200  a  month 
is  not  eligible  for  SSI,  but  if  he  were  a  veteran,  he  could  receive  a  VA  pension 
of  $57. 

3.  Wives'  earnings.  The  earnings  of  an  aged  veteran's  working  wife  are  not 
counted  against  his  pension  amount,  but  a  part  of  the  earnings  of  the  wife  will 
be  deducted  from  a  couple's  SSI  check. 

4.  Dependents.  A  penniless  veteran  on  pension  receives  $3  less  per  month 
than  the  comparable  SSI  recipient,  but  if  they  both  have  a  non-aged,  non-dis- 
abled dependent,  the  veteran  will  receive  $8  more  a  month. 

A  person  can  get  both  SSI  and  a  VA  pension  simultaneously,  and  a  few  people 
actually  do.  In  that  case,  all  but  $20  of  the  pension  is  deducted  from  the  SSI  pay- 
ment level.  This  has  the  effect  of  giving  the  dual  recipient  $20  more  than  the 
basic  SSI  floor. 

In  general,  SSI  tends  to  favor  people  in  dire  poverty ;  and  because  the  SSI 
accounting  period  is  quarterly  rather  than  annual,  it  favors  people  with  substan- 
tial but  seasonally  fluctuating  incomes.  The  VA  program  tends  to  favor  people 
kept  out  of  SSI  by  that  program's  tougher  rules  on  assets,  its  failure  to  cover 
dependents,  and  its  more  restrictive  treatment  of  social  security  benefits.  To 
consolidate  SSI  and  the  VA  program  would  require  changes  in  each.  These 
changes  should  be  made  soon,  before  the  huge  population  of  World  War  II 
veterans  reaches  pension  age. 

SSI  and  Social  Security 

Now  I  want  to  turn  to  what  I  think  will  be  the  most  far-reaching  consequence 
of  SSI,  namely,  its  impact  on  the  social  security  system.  SSI  is  a  basic  right  to 
Income.  In  contrast,  entitlement  to  social  security  benefits  hinges  on  one's  past 
work  history,  and  the  payment  is  in  part  related  to  average  covered  earnings. 
However,  as  already  indicated,  social  security's  benefit  schedule  also  serves  a 
welfare-type  function. 

It  has  been  pointed  out  that  it  is  wasteful  to  have  one  program,  the  social 
security  program,  trying  to  achieve  two  separate  objectives — ^helping  those  pre- 
sumed needy  and  giving  pensions  based  on  the  level  of  prior  earnings.  The  waste 
comes  about  because  the  welfare- type  portion  of  benefits  often  helps  beneficiaries 
who  are  not  poor. 

This  ineflacient  use  of  funds  has  led  me  to  believe  that  social  security  should 
stop  trying  to  be  a  welfare  program  and  stick  to  being  a  retirement  system.  I 
believe  there  should  be  a  two-layer  system  of  income  support  for  the  aged ;  first, 
a  welfare  layer  financed  from  general  revenues  and  basing  payments  on  income 
need,  and  second,  an  annuity  layer  financed  by  workers'  taxes  and  closely  related 
to  their  prior  earnings  levels.  As  long  as  welfare  for  the  aged  was  left  up  to 
State  decisions,  a  compelling  argument  could  be  made  for  having  social  security 
features  that  departed  significantly  from  the  principle  of  wage-replacement.  SSI 
has  removed  that  argument.  SSI  has  become  the  welfare  layer  in  a  two-layer 
system.  But  social  security  overlaps  with  it,  still  skewing  its  benefits  in  welfare 
fashion. 

HEW  estimates  that  one  out  of  five  of  the  aged  on  social  security  eventually 
will  receive  benfits  under  SSI.  People  receiving  both  SSI  and  social  security 
receive  at  least  $166  monthly  in  combined  benefits.  This  $166  level  is  only  .$20 
below  the  average  social  security  retirement  check  as  of  July  1974.  States  which 
supplement  the  basic  SSI  payment  are  paying  even  more  than  the  average  social 
security  retirement  benefit. 

Given  the  huge  overlap  in  the  social  security  and  SSI  beneficiary  groups  and 
the  similarity  in  benefit  levels,  problems  of  inequity  and  inefficiency  are  becoming 
even  more  pronounced.  Unless  program  coordination  is  improved,  interaction 
between  SSI  and  social  security  will  cause  problems  for  recipients  and  for  the 
social  security  system.  To  illustrate  this,  let  me  trace  through  how  SSI  will  affect 
four  basic  aspects  of  the  social  security  system.  These  examples  deal  with  four 
of  the  most  popular  legislative  proposals  on  Capitol  Hill : 

(1)  increasing  social  security  benefits; 

(2)  increasing  the  minimum  benefits  ; 

(3)  liberalizing  the  retirement  test ;  and 

(4)  liberalizing  provisions  for  early  retirement. 
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lu  late  April  1974  there  were : 

(1)  63  bills  on  the  Ways  and  Means  calendar  that  would  increase  social 
security  benefits  for  everyone  (most  of  which  had  been  made  moot  by  enact- 
ment of  a  two-step  11-percent  rise,  effective  in  March  and  June ;  other  bills 
sought  larger  benefit  rises,  ranging  up  to  50  percent)  ; 

(2)  5  bills  that  would  increase  the  special  minimum  benefit  on  the  grounds 
of  helping  the  needy  ; 

(S)  93  bills  that  proposed  liberalizing  the  retirement  test  so  that  bene- 
ficiaries can  work  more  without  having  their  benefits  reduced ;  and 

(4)  26  bills  that  called  for  liberalizing  the  early  retirement  provisions, 
either  to  let  people  retire  at  younger  ages,  or  to  lessen  the  benefit  reduction 
the  social  secui-ity  actuary  applies  to  the  benefits  of  persons  retiring  before 
age  65. 

CHART  I.-EFFECTS  OF  SOCIAL  SECURITY  BENEFIT  INCREASE 

[All  figures  are  monthly] 


Case  A  Case  B  Case  C 


A.  ACROSS-THE-BOARD  INCREASE" 


Before  the  Increase: 

Social  security... 

SSI 

Total 

After  a  10-percent  increase: 

Social  security 

SSI 

Total 


B.  INCREASE  IN  THE  MINIMUM  2 
Before  the  increase: 

Social  security 

SSI... ...".; 

Private  income 

Total 


After  a  10-percent  increase: 

Social  security 

SSI i.ii".i"";r.iii! 

Private  income 

Total 160.00  600.  CO 


0 
$146 

$100 
66 

$200 
0 

146 

166 

200 

0 

146 

110 
56 

220 

0 

146 

166 

220 

Case  D 

Case  E 

$90. 50 
69.50 
0 

$90.  50 
0 

500  00 

160. 00 

590  50 

100. 00 
60.00 
0 

100  00 

0 

500  00 

'  Under  current  SSI  law,  unless  SSI  is  changed  concurrently,  only  case  C  is  better  off.  If  cases  A  and  B  received  State 
supplements,  those  benefits  v\/ould  have  to  change  concurrently,  also.  When  Congress  passed  a  social  security  increase  last 
December,  they  raised  SSI  benefits,  too.  However,  the  increases  haa  different  effective  dates,  and  only  a  few  States  have 
raised  their  supplemental  payment  levels. 

'  Unless  SSI  is  changed  concurrently,  only  case  E  is  better  off.  If  case  D  were  receiving  a  State  supplement,  the  State 
benefit  would  have  to  change  concurrently,  also. 

First,  let  us  consider  future  cost-of-living  increases  in  social  security  benefits 
or  any  other  across-the-board  increases.  As  the  following  example  in  chart  1 
shows,  such  increases  will  not  help  the  poorest  beneficiaries  on  SSI  (See  chart 
1.).  SSI  was  designed  so  that  payments  are  reduced  one  dollar  for  each  added 
dollar  of  unearned  income  above  $20  a  month.  Therefore,  there  is  only  a  flat  $20 
bonus  under  SSI  for  any  social  security  income  an  SSI  recipient  may  have. 
So,  for  the  low-income  elderly,  raising  social  security  benefits  will  mean  only  that 
SSI  will  take  away  what  social  security  gives,  with  the  total  income  left 
unchanged. 

To  avoid  this,  Congress  may  raise  SSI  benefit  levels  at  the  same  time  that 
social  security  is  increased  in  order  to  pass  the  increase  on  to  SSI  recipients. 
But,  unless  the  States  that  supplement  SSI  voluntarily  raise  their  payment 
levels  in  conjunction  with  the  congressional  action,  the  roughly  one-half  of  SSI 
recipients  who  get  a  State  payment  will  be  no  better  off.  We  heard  loud  com- 
plaints last  year  from  people  who  lost  welfare  and  medicaid  benefits  after  the 
20-percent  social  security  increase,  or  who  saw  no  income  gain  from  that  in- 
crease because  their  welfare  payments  were  reduced.  This  type  of  complaint 
will  be  heard  again. 
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For  the  second  example  (chart  2),  consider  the  principle  that  the  more  you 
contribute  to  the  social  security  trust  fund,  the  more  you  should  benefit  from 
social  security  after  retirement.  This  will  not  be  true  for  the  several  million 
retirees  and  widows  on  SSI.  Their  social  security  benefits  will  be  worth  only 
$20  a  month  in  added  income,  in  spite  of  what  the  numbers  on  their  social  security 
check  may  say  (See  chart  2).  Their  monthly  social  security  checks  may  be  for 
the  minimum  benefit  of  $93.S0,  or  for  $120  or  $165,  but  the  total  income  from 
SSI  and  social  security  will  be  the  same  $166,  only  $20  more  than  a  person  who 
never  contributed  to  social  security.  In  Massachusetts,  this  levelling  effect  will 
apply  to  individuals  with  social  security  benefits  as  high  as  $272 ;  in  California, 
to  couples  receiving  the  maximum  social  security  benefits  payable  anywhere 

in  the  Nation. 

By  contrast,  the  VA  pension  program  does  not  relate  to  social  security  this 
way.  Under  the  VA  program,  a  veteran  with  social  security  would  retain  about 
40  percent  of  that  benefit,  having  only  60  percent  of  it  used  to  reduce  the  pension. 

CHART  2.-NET  RETURN  TO  RETIREES  FROM  SOCIAL  SECURITY  BENEFITS 
(All  figures  are  monthlyl 


Case  A  Case  B  Case  C 


Social  security - 0  $100  ?200 

SSL— J146  66  0 

Total 146  166  200 

Note-  Case  B  has  a  $20  advantage  over  case  A,  so  B's  social  security  benefit  is  worth  20  cents  on  the  dollar.  The  higher- 
benefit  case  (C)  has  a  $54  advantage,  which  means  that  the  $200  benefit  is  really  worth  27  percent  of  its  face  value. 

This  reduction  in  the  worth  of  social  security  imperils  its  popularity.  Unless 
the  relationship  between  SSI  and  social  security  is  improved,  social  security  will 
lose  supporters. 

As  a  third  example  of  how  SSI  and  social  security  interact,  consider  the  retire- 
ment test  used  by  social  security  to  partially  reduce  benefits  when  beneficiaries 
go  to  work.  Liberalizing  the  retirement  test  has  long  been  popular,  urged  mainly 
as  a  measure  to  let  the  elderly  supplement  meager  social  security  benefits  with 
wages.  But  liberalizing  the  retirement  test  will  do  nothing  for  the  neediest  aged 
on  SSI.  How  much  their  earnings  add  to  total  income  is  governed  not  by  the 
social  security  retirement  test  but  by  the  lesser  amount  of  earnings  disregarded 
in  computing  SSI  benefits.  (See  chart  3.)  Liberalizing  the  retirement  test  may  be 
constructive,  but  it  will  not  help  the  neediest  beneficiaries.  Chart  3  shows  this 
limitation. 

CHART  3— EFFECT  OF  THE  SOCIAL  SECURITY  RETIREMENT  TEST  AND  THE  SSI  EARNINGS  DISREGARD 

[All  figures  are  monthly] 

Case  A  Case  B  Case  C 

Cases  with  no  earned  income: 

Social  security 0  $100  $200 

SSI - $146  66  0 

Total 

Cases  earning  $150  a  month: 

Earnings 

Social  security 

SSI 

Total 264  274  350 

Note:  The  social  security  retirement  test  ignores  the  full  $150  of  earnings  in  benefit  computation.  However,  the  SSI 
rule  does  offset  a  part  of  earnings  against  benefits,  so  cases  A  and  B  gain  less  from  work  ($118  ana  $108,  respectively) 
than  case  C  ($150). 

Finally,  think  about  what  will  happen  to  the  financial  penalty  imposed  by 
social  security  for  retiring  early  at  age  62.  Social  security  data  show  that  60 
percent  of  new  retirees  stop  work  before  age  65,  even  though  they  are  penalized 
by  an  actuarial  reduction  in  their  benefits.  This  proportion  is  likely  to  increase 
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under  SSI  because  there  will  be  a  greater  number  of  social  security  beneficiaries 
with  little  to  gain  from  full  retirement  benefits  at  age  65  compared  to  what  SSI 
will  offer  them.  What  a  low-wage  worker  loses  in  social  security  by  retiring 
early,  SSI  will  make  up.  Chart  4  illustrates  this.  ( See  chart  4.) 

CHART  4.— IMPACT  OF  SSI  ON  EARLY  RETIREMENT  DECISIONS 
(All  figures  are  monthly] 

Case  B  Case  C 

Cases  retiring  at  age  65: 

Social  security -. 

SSI -- 

Total - 


$160 
6 

$200 
0 

166 

200 

At  age 
62 

At  age 

65 

At  age 

62 

At  age 
65 

$128 
0 

$128 
38 

$160 
0 

$160 
6 

Cases  retiring  at  age  62: 

Social  security - --- 

SSI 

Total - ---  128  166  160  166 

Note:  If  cases  Band  C  retire  at  age  65,  case  C  has  $34  more  in  monthly  income.  But  if  they  retire  early,  when  they  reach 
age  62,  case  C's  advantage  has  been  eliminated.  In  effect,  case  B  suffers  no  penalty  for  early  retirement  since  SSI  makes 
up  for  the  actuarial  reductions. 

The  four  legislative  favorites  that  I  have  discussed  essentially  are  irrelevant 
to  people  on  SSI.  The  first  three  measures  cannot  help  them  at  all.  As  for  the 
fourth,  anyone  who  expects  to  be  on  SSI  at  age  65  is  unlikely  to  be  deterred  by 
early  retirement  penalties  of  social  security. 

These  program  interactions  today  are  unfair  to  taxpayers  as  well  as  bene- 
ficiaries. The  welfare  role  played  by  social  security's  minimum  benefit,  for 
example,  holds  down  potential  SSI  expenditures.  As  a  result,  workers  who  pay 
the  regressive  social  security  payroll  tax  are  paying  to  provide  an  income  floor 
for  the  aged  that  should  be  financed  by  the  progressive  federal  income  tax. 
Straightening  out  the  roles  of  the  two  programs  is  likely  to  require  bigger  spend- 
ing on  SSI  from  general  revenues,  but  it  should  also  mean  bigger  retirement 
benefits  for  people  paying  the  payroll  tax.  When  the  wage-earner  retires,  the 
retirement  benefit  could  replace  a  higher  percentage  of  wages  if  social  security 
were  freed  of  the  burden  of  welfare-type  provisions. 

PROBLEMS  WITHIN  THE  SSI  PROGEAM 

Major  administrative  problems  for  SSI  may  stem  from  tolerating  some  of 
the  old  State  welfare  rules  about  eligibility  and  computing  benefits.  In  the  State 
supplemental  programs,  a  State  opting  to  administer  its  own  program  can  retain 
the  detailed,  case-by-case  itemized  budget  approach  that  we  associate  with  wel- 
fare administration.  But  even  if  federally  administered,  HEW  permits  State 
supplementary  programs  to  apply  some  of  the  most  despised  eligibility  provisions 
of  the  old  assistance  programs — holding  liens  on  a  recipient's  property,  and 
requiring  relatives  of  a  recipient  to  contribute  to  his  support.  HEW  plays  no 
role  in  administering  such  rules,  however. 

The  basic  federal  SSI  program  outlaws  liens  on  property  or  contributions  from 
relatives.  But  there  are  two  other  federal  administrative  provisions  which,  if 
properly  enforced  by  the  Social  Security  Administration,  will  add  enormously 
to  the  administrative  burden  and  must  be  very  unpopular  with  both  actual  and 
would-be  recipients.  If  not  properly  enforced,  these  rules  will  appear  arbitrary 
and  capricious  and  will  be  equally  unpopular.  These  are  the  limits  on  assets  and 
the  very  broad  definition  of  what  is  to  be  counted  as  "income."  * 

There  always  have  been  several  drawbacks  to  using  asset  limits  to  determine 
welfare  eligibility.  It  is  sad  that  an  otherwise  simplified  and  improved  program 
like  SSI  kept  this  sort  of  rule.  Strict  asset  limits  add  to  administrative  problems. 


"  For  further  discussion  of  these  Issues  see  The  New  Supplemental  Security  Income  Pro- 
gram— Impact  on  Current  Benefits  and  Unresolved  Issues,  Paper  No.  10,  prepared  for  the 
Suhcommlttee  on  Fiscal  Policy,  Joint  Economic  Committee  (Washington :  U.S.  Government 
Printing  Office).  October  1973. 
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because  monitoring  asset  inventories  is  more  difficult  than  keeping  track  of  in- 
come, and  setting  a  value  on  some  types  of  assets — even  such  a  common  thing 
as  real  estate — can  be  very  difficult. 

Worse  than  the  administrative  problem  are  the  perverse  results  of  an  asset 
limit.  A  recipient  is  rewarded  for  spending  current  income  on  consumption  goods 
and  penalized  for  being  thrifty  and  saving.  An  applicant  who  accumulated  some 
property  in  the  past  is  punished,  while  an  applicant  who  never  saved  a  penny  is 
benefited.  A  better  solution  is  needed  to  give  people  incentive  to  save  and  to  avoid 
the  difficult  and  demeaning  administrative  job  of  worrying  over  whether  a 
person's  automobile  is  too  fancy  or  whether  the  value  of  a  recipient's  house  has 
inflated  beyond  the  program's  $25,000  limit. 

The  law,  and  the  administrative  interpretation  of  it,  seem  ro  go  too  far  in  the 
scope  of  things  to  be  counted  as  income.  For  instance,  the  ruies  say  that  if  a 
person  is  regularly  taken  to  dinner  by  a  relative,  the  value  of  that  meal  is  to  be 
regarded  as  income  of  the  recipient.  If  a  person  receives  a  gift  or  award,  even 
if  in  the  form  of  an  article  rather  than  cash,  the  article's  value  must  be  counted 
as  income.  How  to  administer  such  an  income  definition  boggles  the  mind.  Al- 
though $69  per  quarter  of  irregular  or  infrequent  income  is  not  to  be  counted, 
someone  has  to  keep  track  of  who  is  over  the  $60  limit  and  by  how  much.  SSI's 
income  definition  represents  a  left-over  relic  from  the  old  welfare  system. 

Another  troubling  aspect  of  SSI  is  the  continued  pressure  to  have  federal  funds 
offset  State  costs  if  a  few  States  choose  to  raise  their  supplemental  payments. 
When  SSI  was  enacted,  we  provided  the  States  with  fiscal  protection  against 
cost  overruns  due  to  caseload  growth.  We  felt  the  States  deserved  this  protection 
against  the  uncertainties  of  a  major  change  in  very  complex  statutes.  But  except 
for  this  transitional  protection  for  certain  high-payment  States,  congressional 
intent  under  SSI  was  to  offer  the  same  income  floor  for  the  aged,  blind  and 
disabled  regardless  of  place  of  residence. 

But  pressure  for  more  federal  sharing  in  State  supplements,  especially  in  the 
high-payment  States,  is  considerable.  I  led  a  poor  fight  to  defeat  such  a  move 
last  year,  but  Congress  confronts  this  issue  again  this  summer. 

Let  us  examine  the  primary  arguments  for  continued  federal  financial  involve- 
ment in  State-supplementary  programs.  First,  it  is  claimed  that  people  desper- 
ately need  the  money  because  of  increases  in  the  cost  of  living.  There  is  little 
doubt  that  this  is  true,  but  the  money  is  most  desperately  needed  where  benefits 
are  lowest,  no  in  the  several  so-called  "hold  harmless"  States,  where  benefits 
already  are  relatively  generous.  Offsetting  cost-of-living  escalation  is  most 
effectively  accomplished  by  raising  the  basic  SSI  floor. 

Second,  it  is  argued  that  costs  of  living  are  much  higher  in  some  States  than 
others.  In  fact,  differences  In  standards  of  living  are  much  greater  than  in  costs 
of  living,  and  people  tend  to  confuse  the  two.  A  recent  study  showed  that  at 
incomes  near  the  poverty  level,  the  widest  gap  in  living  costs  between  any  two 
urban  areas  was  only  8  percent  of  the  poverty  income  level.^"  Poorest  persons  and 
families  must  confine  their  purchases  to  basic  necessities,  and  these  differ  little 
from  one  area  to  another.  Further,  price  differences  are  greater  within  regions 
than  betiveen  regions.  For  example,  differences  in  living  costs  between  the  aver- 
age Southern  city  and  the  average  Southern  nonmetropolitan  area  are  greater 
than  those  between  the  average  North  Central  city  and  the  average  Southern 
city.  While  we  often  think  of  certain  northern  industrial  States  as  having 
exceptionally  high  costs  of  living,  people  living  in  Atlanta,  Georgia  and  Topeka, 
Kansas  actually  have  higher  living  costs  than  several  million  people  in  New 
York,  California,  Michigan,  and  Pennsylvania  who  don't  live  in  the  largest  cities. 

If  differences  in  State  supplementary  levels  bore  a  consistent  and  significant 
relationship  to  cost-of-living  differences,  perhaps  the  grounds  for  federal  help 
to  continue  raising  them  across  the  board  would  be  stronger.  Since  this  is  not  the 
case,  federal  help  largely  would  serve  to  further  irrational  differences  among 
States  based  on  State  fiscal  capacity. 

Third,  some  people  apparently  feel  that  their  State  legislature  will  not  be 
generous  and  automatically  pass  on  the  SSI  increase.  They  might  be  right,  but 
it  is  unfair  to  pass  the  buck  to  Congress  and  say,  "You  do  what  my  legi.slature  will 
not  do,  and  you  pay  for  some  or  all  of  it,  too."  Social  security  and  SSI  increases 
save  most  States  money.  If  voters  in  those  States  want  those  funds  channelled  to 
the  aged,  blind,  and  disabled,  they  can  make  their  voices  heard. 


10  See  Timothy  M.  Smeedlng,  "Cost  of  Living  Differentials  at  Low-Income  Levels,"  Insti- 
tute for  Research  on  Poverty  Discussion  Paper  No.  190-74,  University  of  Wisconsin,  1974. 
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It  is  always  diflScult  to  answer  letters  from  constituents  who  have  been  led 
to  expect  increases  in  their  incomes  because  of  social  security  or  SSI  increases, 
but  find  instead  that  their  total  incomes  are  unchanged  or  only  slightly  higher 
because  of  reduced  State  supplements  or  higher  rent  or  food  stamp  prices.  But 
I  fear  that  we  have  been  less  than  forthright  in  such  matters.  These  programs 
are  based  on  income,  and  as  income  rises  benefits  are  reduced — for  the  aged 
as  for  everyone  else.  Unless  we  are  willing  to  freeze  need-based  benefits  for  all 
recipients — ever  increasing,  never  decreasing  them,  regardless  of  changes  in 
other  income — I  can  see  little  justification  for  making  exceptions.  We  should 
make  much  greater  efforts  to  help  people  understand  why  their  benefits  change. 

In  my  judgement,  SSI  should  be  raised  initially  by  more  than  cost-of-living 
increases,  and  eventually  by  price  changes  alone.  Raising  this  cash  amount  will 
help  needy  recipients  more  than  other,  piecemeal  ventures  for  the  aged  such  as 
transportation  stamps,  housing  allowances,  extra  food  stamps,  or  investment 
of  federal  funds  in  raising  State  benefits.  And,  I  urge  you  to  remember  that  these 
"piecemeal  ventures"  also  are  income-related  benefits,  and  if  enacted,  would  only 
exacerbate  the  problem  of  benefit  reductions  as  social  security  or  SSI  increases 
were  granted. 

CONCLUSION 

In  closing,  let  me  briefly  restate  my  major  points.  We  have  completed  a  decade 
of  tremendous  growth  in  programs  aiding  the  aged,  culminating  in  the  start 
of  the  SSI  program.  The  demographic  trends  suggest  the  social  security  system 
will  face  a  financial  crisis  about  40  years  from  now  when  the  post-war  babies 
are  all  retired  and  dependent  for  benefits  upon  a  relatively  smaller  work  force. 
Thus,  our  income  security  system  for  the  aged — both  public  and  private  benefits — 
needs  some  restructuring, 

I  suggest  that  the  two  programs  based  on  need — SSI  and  VA  pensions — be 
merged  in  recognition  of  the  duty  the  Federal  Government  has  to  treat  like 
persons  alike.  And  since  recipients  of  SSI  and  veterans'  pensions  generally  also 
are  social  security  beneficiaries  as  well,  I  suggest  that  the  relationship  between 
welfare  programs  and  social  security  be  straightened  out  to  resolve  the  various 
problems  I  described.  These  problems  may  strike  some  as  insignificant  technical 
quirks,  but  they  trouble  constituents  deeply,  and  most  of  us  would  like  to  have 
solutions  for  them. 

Before  these  problems  of  coordination  can  be  dealt  with,  it  seems  to  me  that 
social  security  must  turn  away  from  its  past  attempts  to  provide  an  adequate 
income  floor  for  beneficiaries  and  resolve  instead  to  more  consistently — and  more 
generously — replace  some  of  the  earnings  lost  by  the  retired  and  disabled.  But 
SSI  must  be  strengthened  and  enlarged  if  it  is  to  provide  a  substitute  for  the 
welfare  elements  of  social  security.  Changes  are  necessary  in  SSI  benefit  levels, 
and  SSI  must  be  better  integrated  with  social  security.  In  particular,  SSI  should 
be  operated  with  such  dignity  and  objectivity  that  applicants  and  recipients  feel 
comfortable  with  it.  And  SSI  benefits,  now  set  at  $146  for  individuals  and  $219 
for  couples,  should  be  raised,  initially  by  more  than  cost-of-living  increases,  and 
eventually  by  price  changes  alone.  Increasing  the  basic  cash  floor  will  help 
needy  recipients  more  than  other  piecemeal  ventures. 

As  I  have  illustrated,  programs  for  the  aged  do  not  constitute  a  coordinated 
system.  Thus,  small  changes  in  one  program  can  have  unfortunate  and  unintended 
consequences.  The  problems  are  basically  structural  in  nature,  but  are  com- 
I>ounded  by  the  misunderstanding  of  recipients.  Perhaps  the  most  crucial  is  that 
SSI  recipients  see  no  gain  from  social  security  increases  unless  corresponding 
increases  are  granted  in  SSI.  This  problem  can  be  solved  by  coordinating  social 
security  and  SSI  increases. 

Another  serious  problem  is  that  social  security  benefits  and  coverage  decline 
in  value  as  welfare  benefits  are  raised.  More  persons  find  that  their  total  income 
is  only  $20  more  per  month  than  it  would  have  been  without  social  security  cov- 
erage. Moreover,  all  social  security  beneficiaries  who  qualify  for  SSI  (and  have 
no  other  income)  will  have  identical  total  incomes,  regardless  of  the  amount  of 
their  contributions  to  social  security  or  the  amount  of  their  social  security 
benefit  checks. 

Since  a  substantial  share  of  social  security  beneficiaries  now  receive  amounts 
greater  than  employer-employee  contributions  plus  interest,  there  is  some  logic 
to  this  100-percent  benefit-loss  rate.  But  if  soeinl  security  is  reoriented  so  that 
benefits  more  truly  are  earned,  the  SSI  benefit-loss  rate  applied  to  social  security 
income  should  be  reduced  at  least  to  67  percent.  This  would  permit  a  desirable 
differentiation  between  retirees  based  on  their  former  status  as  social  security 
contributors. 
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Senator  Church.  Our  next  witness  is  Hon.  Bella  Abzug  of  the  U.S. 
House  of  Representatives.  ,  p  ,  p     .  i  • 

Ms.  Abzug.  Thank  you,  Mr.  Chairman.  I  am  very  thaiiktui  tor  this 
opportunity  to  come  before  you.  There  are  some  very  pressing  matters 
that  I'm  involved  in  with  the  House  simultaneously,  and  I'm  gomg  to 
give  you  my  testimony,  and  would  seek  your  indulgence  with  respect 
to  my  time  factor. 

I  would  love  to  answer  questions,  but  it  may  be  that  if  I  get  a  message 
I  will  probably  have  to  leave.  If  time  permits,  I  will  present  by  state- 
ment now.  If  1  should  have  to  leave,  I  will  leave  my  statement  for  the 

record. 

Senator  Church.  That  would  be  perfectly  acceptable. 

STATEMENT  OF  HON.  BELLA  ABZUG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Ms.  Abzug.  Thank  you  very  much.  Since  early  January  of  this  year, 
my  office,  like  that  of  every  other  Member  of  Congress,  has  received 
thousands  of  letters  and  telephone  calls  from  anguished  elderly,  blind, 
and  disabled  SSI  recipients.  It  would  be  easy  to  blame  the  administra- 
tion for  all  the  hardships  and  indignities  which  are  being  borne  by 
all  these  poor  people. 

In  all  seriousness,  we  must  not  and  cannot  take  the  easy  way  out. 
Every  Member  of  Congress  must  accept  the  ultimate  responsibility 
for  what  is  happening  to  more  than  3  million  of  this  Nation's  poor 
w^ho  were  converted  from  State  public  assistance  to  a  flat  grant  pay- 
ment system  under  the  SSI  program. 

Seven  months  of  operation  of  the  SSI  program  have  demonstrated 
that  there  are  serious  legislative,  administrative,  and  intergovernmen- 
tal deficiencies  inherent  in  the  present  SSI  program.  These  are 
problems  which  Congress  has  a  responsibility  to  remedy.  To  this  end, 
I  have  introduced  a  bill,  H.R.  14753,  cosponsored  by  30  Members  of 
the  House,  which  makes  a  limited  but  necessary  beginning  in  the  ac- 
ceptance of  that  responsibility. 

Probably  the  first,  and  one  of  the  most  striking,  problems  which 
became  clearly  apparent  was  our  failure  to  provide  authority  to  the 
Secretary  of  HEW  to  make  emergency  payments  to  recipients  who 
had  not  received  their  monthly  payments. 

I  do  not  want  to  dwell  upon  the  very  large  number  of  cliecks  that 
were  undelivered,  or  delivered  late,  in  January.  Again,  that  would  be 
the  easy  way  to  justify  an  amendment  broadening  the  Secretary's 
emergency  check  issuance  authority.  The  experience  of  January  was 
not  very  typical.  Fortunately  for  many  recipients  who  did  not  receive 
their  checks  when  due,  the  Secretary  was  able  to  provide  some  help  by 
imaginative  use  of  his  authority  under  section  IGol(a)  (4)  (A)  of  the 
act.  That  section  provides  that  the  Secretary  "may  make  to  any  in- 
dividual initially  applying  for  benefits"  an  advance  of  $100  from  the 
first  month's  benefit.  Under  this  section,  checks  are  made  out  in  ad- 
vance in  denominations  of  $50,  $10,  and  $5.  It  is  not  necessary  to  wait 
for  tlie  Treasury  Department  to  issue  an  individualized  check.  Thus  it 
takes  only  a  matter  of  minutes  for  the  local  Social  Security  official  to 
endorse  combinations  of  these  checks— called  prcpositioned  checks — 
to  reach  the  appropriate  total  for  the  individual. 

In  January,  the  Secretary  simply  declared  that  all  3  million  people 
who  were  automatically  converted  over  to  Federal  administration 
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were  initial  applicants,  thus  allowing  him  to  make  advances  under 
section  lG31(a)  (4)  (A).  While  this  may  have  been  stretching  the 
meaning  of  that  section  somewhat,  none  of  us  can  fault  the  Secretary 
for  skillful,  imaginative,  and  humane  stretching  of  the  law,  given  the 
emergency.  However,  it  is  obvious  that  even  that  generous  interpreta- 
tion of  that  section  cannot  be  extended  beyond  initial  applicants  to 
ongoing  recipients. 

Emergency  Payments  Not  Authorized 

Once  a  person  begins  to  receive  SSI  benefits,  it  is  not  possible  to 
characterize  him  as  an  initial  applicant.  Thus  if  a  person,  through  ab- 
solutely no  fault  of  his  or  her  own,  does  not  receive  the  regular  month- 
ly SSI  check,  the  Secretary  has  absolutely  no  authority  to  make  an 
emergency  payment. 

Section  1  of  my  bill  would  provide  that  authority.  Currently,  with- 
out such  authority,  innocent  recipients  are  made  to  bear  the  burden 
of  agency  mistakes,  postal  service  errors,  delays  and  thefts,  or  what- 
ever. While  they  wait,  they  must  often  go  without  food  and  they  often 
face  the  threat  or  reality  of  immediate  eviction.  If  they  are  fortunate, 
private  welfare  agencies,  churches,  community  action  programs,  and 
other  organizations  and  individuals  may  partially  assume  our  respon- 
sibility. Enactment  of  section  1  of  my  bill  will  place  that  responsibility 
where  it  belongs.  Significantly,  Governor  Reagan  has  expressed  his 
support  for  enactment  of  similar  legislation  by  Congress ;  I  think  this 
demonstrates  the  noncontroversial  nature  of  this  provision. 

Section  2  of  my  bill  seeks  to  have  both  the  Federal  Government  and 
the  State  maintain  their  level  of  assistance  in  the  face  of  rampant  in- 
flation that  appears  to  have  become  a  permanent  fixture  of  our  society. 
It  is  not  necessary  to  belabor  the  point  that  those  individuals  who 
must  rely  on  the  SSI  program  are  the  most  vulnerable  to  inflation. 

Each  of  the  subsections  of  section  2  of  my  bill  is  designed  to  deal 
with  one  aspect  of  the  inflation  problem.  Together,  they  do  nothing 
more  than  keep  people  from  becoming  worse  off ;  that  is,  the  level  of 
governmental  effort  is  maintained  at  its  initial  level.  I  would  hope 
that  someday  very  soon  we  can  actually  increase  our  level  of  effort. 

Section  2(a)  of  my  bill  permits,  but  does  not  require,  each  State 
to  maintain  at  the  very  least  the  level  of  effort  which  it  had  made  im- 
mediately pi-ior  to  conversion  from  the  State  programs  to  SSI.  When 
we  passed  H.R.  1  in  October  1972,  we  permitted  the  States,  in  section 
401 — the  so-called  hold-harmless  section — to  maintain  the  levels  of 
effort  they  had  established  on  January  1,  1972.  If  a  particular  State 
had  a  January  1972  grant  level  for  the  elderly  of,  say,  $175  per  month, 
we  permitted  it  to  add  $45  to  the  Federal  SSI  payment  of  $130,  so  it 
could  maintain  its  level  of  effort,  and  insured  the  State  that  if  it  did 
so,  it  would  not  have  annual  costs  for  its  elderly  poor  which  exceeded 
its  calendar  year  1972  costs. 

It  was  then  necessary  to  use  an  antecedent  date  because  to  do  other- 
wise would  be  to  extend  a  very  tempting  invitation  to  the  States  to 
take  advantage  of  the  Federal  Government.  For  example,  if,  in 
October  1972,  we  had  utilized  the  December  1973  grant  levels  as  a 
maintenance  of  effort/hold-harmless  level,  it  would  have  been  possible 
for  our  hypothetical  State  to  increase  its  grant  level  to  $500  per  month 
in  November  of  1973.  Thus,  by  incurring  the  necessary  increased  costs 
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for  2  months,  the  State  could  have  "bought"  a  permanent  supplemental 
grant  level  of  $500  per  month  for  its  recipients  for  just  the  cost  of  2 
months  grant  expenditures.  That  would  have  been  a  literal  steal.  Such 
exploitation,  sadly,  is  not  merely  hypothetical. 

However,  since  January  1,  1974,  has  come  and  gone,  such  exploita- 
tion is  no  longer  possible.  Because  section  401  of  H.R.  1  did  not 
recognize  any  grant  increases  made  by  the  States  after  January  1972, 
any  States  which  made  such  increases  did  so  for  reasons  other  than 
attempts  to  exploit  the  Federal  Treasury. 

Thus,  section  2(a)  of  my  bill  at  least  provides  the  States  the  oppor- 
tunity to  maintain  their  level  of  benefits  as  of  December  1973,  without 
putting  them  to  the  Damoclean  choice  of  boosting  the  relative  tax 
burden  of  its  citizens  above  what  we  promised  would  be  an  upper 
maximum — that  is  total  calendar  year  1972  welfare  expenditures — or 
cutting  grant  levels. 

Many  States  took  the  latter  choice  and  I  am  sorry  to  say  that  we 
are  responsible  for  having  caused  that.  How  can  any  of  us  justify  re- 
ducing grants  to  some  helpless  old  man  or  woman  or  some  blind  or 
crippled  person  during  the  Nation's  worst  inflationary  period?  I  do 
not  think  that  any  Member  of  this  Congress  would  consciously  desire 
such  a  cruel,  unfeeling  result.  I  know  we  had  some  differences  of 
opinion  about  that  particular  section  when  the  original  legislation  was 
passed. 

Automatic  Increases  Proposed 

The  next  three  provisions  provide  for  a  comprehensive  post-January 
1974  maintenance  of  efTort.  The  first  such  provision,  section  2(b)  (1) 
(i)(l),  provides  tliat  the  Federal  benefit  levels — presently  $146  and 
$219  for  individuals  and  couples,  respectively — shall  be  automatically 
increased  in  the  future  by  the  same  percentage  of  any  increases  in  title 
II.  Social  Security  benefits. 

Now,  I'm  aware  of  the  fact  that  the  Senate  made  an  effort  to  pass 
various  increase  provisions  which  are  similar  to  the  ones  that  are 
provided  in  this  section  of  the  bill. 

I'm  also  aware  of  the  fact  that  the  House  did  not  agree,  and  I'm 
advised  that  some  of  these  provisions  can  now  be  read  in  H.R.  8217, 
presently  in  conference.  I  don't  know  what's  going  to  happen  to  these 
in  conference.  I  believe  that  some  of  the  provisions,  as  I  read  them, 
when  originally  included  in  the  Renegotiation  Act,  did  cover,  to  some 
extent,  the  same  remedies  provided  in  section  2  of  my  proposed  bill, 
that  is,  various  inflationary  adjustments,  cost-of-living  increases,  and 
so  on. 

Obviously,  the  Senate  ai^rees  that  we  have  to  do  something  that  is 
very,  very_  important,  and  insuring  a  full  inflationary  adjustment  for 
SSI  recipients  in  the  States,  whether  it's  a  rise  in  the  Consumer  Price 
Index,  whether  it's  adjustments  of  cost  of  living,  and  each  of  the  pro- 
visions of  the  four  sections  of  my  bill  provide  for  various  aspects  of 
that. 

Thus  the  recently  enacted  automatic  mechanism  designed  to  provide 
for  inflation  adjustments  in  title  11  would  be  incorporated  into  the 
title  XVI  program.  Such  a  provision  would  fulfill  the  President's 
request  expressed  in  his  budget  message  to  Congress  on  February  4, 
1974.  He  then  said :  "I  propose  automatic  cost-of-living  increases  for 
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the  aged,  blind,  and  disabled  beneficiaries  of  the  Supplemental  Secu- 
rity Income  program."  ISIy  provision  -will  fulfill  this  request. 

The  next  section  of  my  bill,  section  2(b)  (1)  (2)  is  a  closely  parallel 
provision.  It  requires  a  similar  periodic  increment  in  the  "mandatory 
supplemental"  benefits  provided  by  section  212,  Public  Law  93-66, 
which  sought  to  prevent  actual  cutbacks  to  pre-January  1974  re- 
cipients. To  maintain  the  spirit  of  the  provision,  we  must  provide  for 
inflationary  adjustment  to  that  commitment;  my  bill  will  keep  that 
commitment  from  backtracking. 

The  final  link  in  this  chain  is  in  section  2(b)  (2)  of  my  bill.  It  pro- 
vides for  post- January  1974,  inflationary  adjustments  in  the  levels  of 
optional  State  supplementation.  It  does  so  by  adding  the  absolute 
amount  of  the  increases  in  the  Federal  SSI  benefit  levels  to  a  State's 
section  401  "adjusted  payment  level" — sometimes  called  the  hold- 
harmless  level.  This  permits  the  States  to  maintain  their  levels  of 
effort  after  January  1974.  The  section  also  provides  a  strong  encour- 
agement to  pass  these  Federal  increases  fully  to  recipients  by  condi- 
tioning Federal  payments  under  title  XIX  upon  the  State's  willing- 
ness actually  to  pass  these  benefits  on  to  recipients.  Presently,  such 
increases  to  recipients  in  States  with  supplemental  benefit  levels  in 
excess  of  the  Federal  minimums  are  most  likely  to  result  in  inaction 
by  the  States.  Such  inaction  results  in  a  decrease  in  a  State's  supple- 
mental costs;  that  is,  a  reduction,  not  a  maintenance  of  effort. 

In  the  pre-January  1974  condition  of  things,  the  State's  monthly 
fiscal  share  is  $70  multiplied  by  the  caseload.  On  January  1,  1974,  the 
Federal  benefit  level  went  up  $10.  Because  of  present  law,  the  State 
remains  idle  and  reduces  its  monthly  costs  to  $60  multiplied  by  the 
caseload.  Similarly,  on  July  1,  1974,  the  $6  Federal  benefit  increase 
further  reduces  State  costs. 

Present  Law  Excourages  State  Complacency 

While  present  law  is  intended  to  benefit  recipients  by  at  least  allow- 
ing them  to  keep  pace  with  inflation,  it  creates  the  very  strong  like- 
lihood of  a  reduction  of  effort  by  a  State.  My  bill  will,  over  time, 
maintain  a  State's  level  of  effort  at  the  fixed  level — $70 — of  pre- 
January  1,  1974. 

If  we,  like  the  President,  conclude  that  the  Federal  Government 
should  at  the  very  least  maintain  its  level  of  effort  in  SSI,  it  is  not 
too  much  to  require  the  States  to  do  likewise. 

I  would  also  like  to  point  out  that  this  last  provision  in  my  bill  will 
not  insure  a  full  inflationary  adjustment  for  SSI  recipients  in  States 
which  supplement  the  Federal  payment.  For  example,  if  the  change 
in  Consumer  Price  Index  from  July  1974  to  July  1975  is  5  percent — 
should  we  be  so  lucky — the  Federal  benefits  will  increase  $7  to  $153. 
In  a  State  which  had  a  supplemental  level  of  $200,  an  increase  to 
$210 — 5  percent  of  $200  is  $10 — would  be  necessary  to  keep  recipients 
from  backsliding.  However,  my  bill  would  require  only  an  increase  to 
$207.  The  State  would  be  left  with  the  free  choice  of  adjusting  its  $54 
supplement  by  5  percent  or  $3. 

Section  4  of  my  bill  is  a  simple  provision  designed  to  deal  with  the 
delay  inherent  in  making  determinations  of  disability.  It  provides  that 
the  Secretary  shall  reimburse  any  State  or  local  government  which 
makes  any  home  relief,  sometimes  called  general  assistance  payments, 
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to  a  disability  applicant  during  the  period  of  time  that  the  application 
is  being  processed.  It  further  provides  that  the  Secretary  shall  con- 
sider those  payments  to  an  applicant  as  income  and  reduce  the  initial 
payment  by  a  like  amount. 

For  example,  a  person  who  applies  on  July  1,  1974,  and  who  is 
determined  eligible  on  September  1,  1974,  will  receive  benefits  from 
the  date  of  application,  July  1,  1974.  Back  benefits  will  be  $292,  2 
times  $146.  My  bill  provides  that  if  the  person  receives,  say,  $100  per 
month  in  home  relief,  that  person's  back  benefits  should  be  reduced 
to  $92— $292  minus  $200— and  the  $200  recovery  should  be  paid  over 
to  the  State  or  local  government  that  paid  the  home  relief.  Thus,  it 
can  be  seen  that  this  provision  will  not  have  any  cost  consequences 
whatsoever.  All  it  does  is  include  the  States  and  counties  to  help  us 
by  encouraging  the  provision  of  home  relief  to  our  applicants  during 
the  period  of  application. 

Sections  5  and  6  are  closely  related  provisions  designed  to  improve 
upon  the  statutory  provisions  relating  to  representative  payees.  Sec- 
tion 1631(a)(2)  of  the  act  now  imposes  an  inflexible  requirement 
that  any  disabled  recipients  who,  in  addition  to  other  infirmities,  may 
also  suffer  from  alcoholism  or  drug  addiction  must  have  their  SSI 
payments  made  to  a  third  person — called  a  representative  payee.  That 
person  will  manage  the  recipient's  grant  and  insure  that  landlords, 
grocers,  et  cetera,  are  paid. 

My  amendment  to  this  provision  would  allow  the  Secretary  to  lift 
this  requirement  when  such  a  recipient  is  receiving  rehabilitation 
treatment,  and  when  the  chief  medical  officer  of  the  treatment  facility 
certifies  in  writing  the  direct  payment  to  the  recipient  would  have 
therapeutic  value  to  him  or  her;  and  that  the  medical  officer  certifies 
that  there  is  a  substantial  reason  to  believe  that  the  recipient  would 
not  misuse  or  improperly  spend  his  or  her  SSI  payments.  Such  au- 
thority is  necessary  to  assist  rehabilitation  facilities  in  achieving  full 
rehabilitation  of  their  patients. 

Appeal  Eights  Clakpfied 

Section  6  clarifies  an  important  aspect  of  SSI  recipients'  appeal 
rights  with  regard  to  representative  payee  situations.  Although  the 
Secretary  is  under  no  compulsion  to  do  so,  he  has  adopted  regulations 
which  deny  recipients  the  right  to  challenge  the  Secretary's  choice  of 
a  representative  payee. 

When  we  deprive  a  person  of  the  right  to  manage  his  or  her  own 
affairs,  we  should  recognize  that  we  are  treading  upon  very  sensitive 
and  important  rights  of  personal  freedom.  An  affected  recipient  may 
grudgingly  accept  this  deprivation  if  someone  other  than  the  person 
chosen  by  the  Secretary  is  the  representative  payee. 

Now,  because  of  the  Secretary's  regulations,  the  Secretary's  choice 
cannot  be  questioned.  Such  dictatorial  power  should  not  exist  in  such  a 
sensitive  area  of  personal  freedom. 

Section  7  provides  for  an  important  omission  from  present  law. 
Presently,  there  is  absolutely  no  period  of  time  within  which  HEW 
must  act  upon  an  application.  As  far  as  the  law  is  concerned,  HEW 
can  take  6  months,  or  even  6  years,  to  act.  HEW's  practice  up  to  now 
has  been  shocking.  From  July  1,  1973,  when  it  began  accepting  appli- 
cations, to  April  4,  1974,  1,333,000  applications  were  taken.  Of  those, 
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79,000  were  denied  and  200,000  have  been  put  on  payment  status.  The 
remaining  1,050,000  are  doing  just  that,  remaining. 

Precisely  because  most  applicants  have  no  other  means  by  which  to 
live,  we  had,  from  1950,  imposed  a  "promptness"  requirement  on  the 
States  under  the  former  grant-in-aid  programs. 

Speed-up  Urged  on  Appeals,  Application 

Senator  Chtjrch.  May  I  just  say  there  that  we  have  also  received 
other  testimony  urging  that  a  time  frame  be  imposed  as  a  matter  of 
law  in  the  processing  of  applications,  as  well  as  the  processing  of 
appeals,  and  this  has  plagued  the  whole  Social  Security  system  for  a 
long  time,  apart  from  SSI.  I  think  that  the  time  has  come  for  Congress 
to  begin  to  lay  down  some  time  requirements  that  will  expedite  the 
process  in  these  cases. 

Ms.  Abzug.  I'm  glad  that  you  feel  that  way,  Senator,  because  it  has 
been  really  a  very  serious  problem. 

We  required  the  States  to  act  on  all  applications  within  30  days, 
except  for  the  disability  claims  which  were  allowed  60  days.  We  should 
require  notices  of  the  Social  Security  Administration.  Surely,  in  light 
of  its  more  sophisticated  manager  techniques,  including  highly  sophis- 
ticated computer  equipment,  it  should  be  able  to  act  more  swiftly  than 
the  States.  For  years  prior  to  enactment  of  H.R.  1,  HEW  Secretaries, 
Presidential  counselors,  and  the  President  himself  constantly  re- 
minded us  of  the  wisdom,  necessity,  and  cost  savings  of  a  uniform 
nationally  administered  system.  If  they  did  not  intend  a  cruel  hoax, 
they  certainly  can  live  with  the  time  limits  that  the  States  learned  to 
live  with. 

Section  8  of  my  bill,  I  believe,  fairly  resolves  the  issue  of  food 
stamp  eligibility  of  SSI  recipients  which  has  so  engaged  us  for  the 
past  2  years.  During  that  time,  we  have  changed  the  law  four  times. 
What  I  propose  is  that  we  make  permanent  the  State  option  of  cash 
out  or  food  stamps  embodied  in  Public  Law  93-233,  section  8. 

Further,  the  cash  out  amount  in  section  401  of  H.R.  1  is  fixed  in 
time  back  to  January  1972.  It  is  the  bonus  value  of  food  stamps  on  that 
date.  Because  the  bonus  values  are  changing  due  to  inflation,  we  should 
provide  for  such  changes.  Otherwise,  recipients  in  those  States  which 
have  chosen  to  retain  food  stamp  eligibility  will  get  increasingly 
larger  benefits  while  those  who  opted  for  the  cash  out  will  be  locked 
into  the  bonus  value  of  the  Food  Stamp  program  as  of  January  1972. 
This  provision  will  give  recipients  in  both  cash-out  States  and  food 
stamp  States  equitable  amounts  of  food  purchasing  power. 

When  this  bill  was  originally  drafted,  it  contained  a  provision  to 
guarantee  to  each  SSI  recipient  residing  in  a  cash-out  State  that  his  or 
her  SSI  benefit  level  would  reflect  the  bonus  value  of  food  stamps  he 
or  she  had  received  while  off  public  assistance.  I  was  pleased  to  have 
participated  in  efforts  which  resulted  in  the  eventual  passage  of  an 
amendment  to  do  just  that  on  June  18, 1974.  The  new  law,  Public  Law 
93-335,  corrects  an  error  we  had  made  in  the  mandatory  supplementa- 
tion provisions  of  Public  Law  93-66,  guaranteeing  all  SSI  recipients 
that  they  would  receive  the  same  benefits  in  the  SSI  program  as  they 
had  received  in  the  cash-out  States — California,  New  York,  Nevada, 
Wisconsin,  and  Massachusetts.  These  benefits  levels  will  include  $10 
for  the  bonus  value  of  food  stamps  and  further  they  will  receive  a 
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reimbursement  for  this  amount  which  has  been  missing  from  their  SSI 
checks  since  January  1974. 

Separated  Couples  Penalized 

Section  9  of  my  bill  would  amend  section  1614(b)  of  the  act  to  pro- 
vide that  the  fact  of  the  continued  existence  of  marital  relationship  be 
determined  in  relationship  to  the  facts  of  the  particular  case.  Present- 
ly, the  statute  conclusively  presumes  that  a  couple  who  has  decided 
to  sever  its  marital  relationship  is  still  living  together.  "\Yhen  they  are 
living  together,  each  gets  a  check  for  50  percent  of  a  couple's  grant. 
Under  present  levels,  each  gets  $109.50.  This  level  is  25  percent  less 
than  the  combined  grants  for  two  individuals. 

The  gross  unfairness  of  section  1614(b)  is  that  each  member  of  an 
actually  separated  couple  continues  to  receive  only  half  of  a  couple's 
grant,  $105,  instead  of  an  individual's  grant,  $140,  for  a  full  6  months 
from  the  date  of  separation. 

For  6  months  each  must  live  on  25  percent  less  than  a  single  in- 
dividual yet  his  needs  are  the  same  as  that  single  individual.  I  sus- 
pect that  the  provision  got  into  the  law  at  the  request  of  HEW.  Such 
an  automatic  rule  which,  in  effect,  says  that  a  couple  is  not  really 
separated  until  they  have  been  apart  for  at  least  6  months  makes  it 
much  easier  for  bureaucrats  to  perform  their  job.  With  it,  they  do 
not  have  to  make  an  individual  determination  of  the  likelihood  of  the 
permanence  of  the  separation. 

There  are  various  otlier  aspects  of  my  bill.  Provisions  in  sections 
11  to  15  contain  some  vital,  important  SSI  amendments  which  were 
originally  proposed  by  Senator  Cranston  during  the  Senate  debate  on 
Social  Security  amendments.  They  deal  with  issues  which  I  am  sure 
we  will  want  to  consider,  but  which  are  not  before  the  committee  at 
this  time.  The  Cranston  amendments  will  make  some  significant  im- 
provements in  the  SSI  program. 

I  commend  the  committee  and  particularly  the  chairman  for  sin- 
cerity and  diligence,  and  most  of  all  the  enormous  commitment  to  the 
aged,  as  evidenced  by  these  and  other  proceedings.  It's  my  hope  that 
these  hearings  will  provide  the  necessary  focus  and  impetus  toward 
the  essential  legislative  action  I  have  outlined. 

I  do  hope  that  any  questions  that  I  can  answer  will  add  to  the 
record,  that  might  be  helpful  in  this  direction. 

Senator  Church.  Thank  you  very  much  for  your  testimony.  I  think 
it's  been  very  explicit,  and  you've  gone  through  the  various  sections  of 
the  bill  you  proposed,  and  I've  followed  the  testimony  carefully.  I 
think  I  have  no  questions  but  I  do  want  to  commend  you  for  coming 
and  for  giving  the  committee  the  benefit  of  your  testimony. 

I  appreciate  that  very  much,  and  since  you  are  the  last  witness  this 
morning,  I  thinlv  we  can  conclude  the  hearing  now.  It  will  resume  this 
afternoon  in  this  room  at  2 :30. 

INIs.  Abzug.  Thank  you,  Senator. 

[Whereupon,  the  hearing  was  in  recess.] 

afternoon  session 

Senator  Church.  The  committee  will  be  in  order. 
Our  first  witness  this  afternoon  is  Senator  Taft  of  Ohio.  We're 
happy  to  welcome  you  to  the  committee,  Senator. 
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STATEMENT  OF  HON.  ROBERT  TAFT,  JR.,  U.S.  SENATOR.  STATE  OF 

OHIO 

Mr.  Taft.  Thank  you  very  much,  Senator. 

Mr.  Cliairman  and  members  of  the  committee,  as  you  are  well  aware, 
as  Senators  we  hear  more  about  the  Federal  programs  which  develop 
problems  than  the  programs  which  are  running  smoothly.  In  that  con- 
text, I  have  become  all  too  familiar  with  the  SSI  program  during  its 
first  6  rnonths  of  operation. 

Prior  to  its  inception  this  year,  the  SSI  program  was  described  as 
a  great  step  forward  in  the  provision  of  assistance  for  a  large  segment 
of  the  Nation's  poor.  For  the  first  time,  our  aged,  blind,  and  disabled 
citizens  were  to  have  a  uniform  income  floor  which  would  fulfill  their 
minimum  basic  needs,  despite  their  limited  abilities  in  many  cases  to 
earn  a  living.  The  caprices,  inadequacies,  and  inequities  of  50  differ- 
ent State  public  assistance  programs  for  these  people  were  to 
disappear. 

These  concepts  remain  valid  and  the  SSI  program  remains,  poten- 
tially, a  major  step  toward  a  more  rational  and  responsible  public  as- 
sistance program.  But  in  its  first  6  months,  the  program  has  been  lim- 
ited by  too  many  operating  hitches  and  serious  shortcomings : 

Recipients  must  wait  too  long  while  their  eligibility  for  SSI  is  deter- 
mined, and  they  are  assured  of  no  assistance  during  this  period.  Recip- 
ients designated  as  presumptively  disabled  may  receive  help  for  the 
first  3  months  of  this  period,  but  this  designation  has  been  made  only 
in  very  limited  circumstances — cases  of  paraplegics,  double  amputees, 
or  those  deaf  or  obviously  blind. 

Recipients  are  not  guaranteed  protection  from  the  ravages  of  infla- 
tion, which  is  eroding  even  the  modest  benefits  now  provided. 

Recipients  remain  eligible  for  food  stamps  only  through  interim 
legislation.  A  law  which  would  cut  off  some  of  them  in  a  discrimina- 
toi-y  fashion  is  scheduled  to  become  effective  next  June  30. 

Because  of  the  bizarre  operation  of  program  rules,  a  recipient 
cannot  live  in  an  institution  which  regularly  charges  a  fixed  rate  or 
furnishes  care  at  a  fixed  rate  exceeding  the  SSI  benefit  level,  even 
though  he  may  receive  the  limited  help  from  charity  or  another  source 
which  is  necessary  to  do  so,  unless  he  forfeits  the  total  SSI  benefit. 

Att-empts  by  charities,  relatives,  friends  or  other  sources  to  help 
support  SSI  recipients  are  rendered  fruitless  by  the  j^rogram's  dollar- 
f or-dollar  penalty  for  maintenance  and  support. 

Delivery  of  benefits  is  not  coordinated  with  delivery  of  other  Gov- 
ernment assistance  to  promote  recipient  convenience  and  to  reduce 
hardship  and  ignorance  of  available  help.  Many  of  those  eligible  have 
not  been  reached  and  have  not  been  informed  of  their  eligibility.  This 
has  been  commented  on  in  the  Washington  Post,  in  an  article  this 
morning. 

Hearing  rights  and  other  legal  rights  are  inadequate  in  some 
respects. 

Eligibility  Rules  "Unnecessarily  Harsh" 

Some  of  the  rules  for  determining  a  recipient's  income  for  the  pur- 
pose of  calculating  the  benefit  level  are  unnecessarily  harsh.  There  is 
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no  provision  for  immediate  help  in  hardship  cases  involving  SSI  re- 
cipients whose  checks  have  been  lost,  stolen  or  otherwise  not  received. 

I  am  pleased  that  Commissioner  Cardwell  has  now  announced  some 
progress  in  this  area,  yesterday. 

The  provision  of  law  which  forbids  payment  of  benefits  to  inmates 
of  public  institutions  is  having  a  disproportionately  large  effect  upon 
my  own  constituents,  in  Ohio.  Several  of  these  problems  have  received 
considerable  attention  already,  but.  others  which  are  crying  for  solu- 
tions have  hardly  been  focused  upon.  Treatment  for  SSI  purposes  of 
support  and  maintenance  furnished  in  cash  or  in  kind  is  a  case  in 
point,  because  it  has  thrown  or  could  throw  many  institutions'  treat- 
ment of  welfare  recipients  totally  out  of  kilter. 

The  benefit  reductions  resulting  under  present  SSI  rules_  produce 
some  incredible  results  when  applied  to  potential  SSI  recipients  liv- 
ing in  institutions  with  fixed  charges  higher  than  tlie  SSI  benefit 
level.  For  example,  leaving  aside  the  $20  per  month  disregard  of  in- 
come for  simplicity's  sake,  if  the  institution's  charge  is  $156,  the  SSI 
recipient  pays  $146  and  perhaps  the  institution  absorbs  or  a  charity 
])ays  the  difference.  However,  that  $10  is  counted  as  "unearned  in- 
come," so  that  the  next  month  the  SSI  benefit  is  reduced  to  $136  and 
the  institution  has  to  absorb  or  the  third  party  pay  $20  instead  of 
$10.  The  next  montli  there  would  be  $20  in  unearned  income  and  the 
SSI  benefit  would  drop  to  $126.  Thus,  the  expense  of  the  institution 
or  third  party  would  be  increased  to  $30.  which  the  institution  or  third 
party  may  or  may  not  be  willing  or  able  to  pay.  The  ultimate  result  of 
this  process  would  be  that  the  SSI  benefit  is  reduced  to  zero  and  either 
the  institution  or  third  party  must  support  the  SSI  recipient  entirely 
or  the  recipient  leave  the  institution. 

Senator  Church.  I  can  think  of  some  Government  bureaucracies. 
Senator,  wlicre  this  formula  might  be  applied  with  wonderful  effect. 

Senator  Taft.  It  would  have  a  great  effect  in  some  areas.  We  miglit 
not  need  a  budget  system  at  all. 

Senator  Church.  I  have  a  question  to  ask  at  this  point.  First  of  all, 
I  am  told  that  the  SSA  has  become  aware  of  this  serious  deficiency  in 
the  program,  and  is  undertaking  to  find  a  solution  for  it.  They  prom- 
ised the  committee  that  as  soon  as  tliey  have  agreed  upon  a  feasible  way 
of  dealing  with  it,  they  will  revise  it,  but  I  think  you  have  stated  the 
problem  better  than  any  other  witness. 

The  question  I  have  to  ask  you  is  what  do  you  think  can  be  done 
about  SSI  recipients  who  are  not  in  an  institution  but  who  may  be 
living  with  their  family,  with  relatives,  in  a  private  home  and  they 
also  are  faced  with  a  problem  somewhat  similar  to  this,  the  problem 
being,  how  much  allownnce  is  to  be  made  for  in-kind  servicos  that 
they  are  receiving  in  the  home,  and  it  doesn't  seem  to  me  to  be  a  situa- 
tion that  can  be  readily  dealt  with. 

Senator  Taft.  Very  difficult.  I  think  the  chairman  has  put  his 
finger  on  what  is  going  to  continue  to  be  a  most  difficult  problem. 
There  is,  as  T  understand  at  the  present  time,  a  one-third  deduction 
to  take  care  of  that  situation,  and  it's  applied  pretty  much  categorical- 
ly without  any  adjustment  for  the  particular  needs  or  the  ability  of 
the  family  to  pay,  or  what  the  true  value  and  service  being  provided 
might  be. 
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Equitable  Forimula  ELusrvE 

I  am  afraid  that  you  are  going  to  have  to  simply  try  to  prescribe  in 
the  law  general  outlines,  guidelines,  and  then  leave  it  up  to  the  admin- 
istration to  interpret  further.  I  think  that  is  about  as  well  as  you  can 
do  it.  I  don't  think  you're  going  to  be  able  to  come  up  with  an  equitable 
mathematical  formula. 

Senator  Church.  I  doubt  very  much  when  we  get  down  as  a  matter 
of  law,  it  does  represent  a  serious  administrative  problem  as  well. 

Senator  Taft.  There's  no  question  about  it. 

Incidentally,  I  have  written  to  the  SSA,  making  this  point  that  I 
just  made,  concerning  the  examples  that  I  've  just  given,  and  the  chair- 
man is  correct.  We  understand  that  they  are  attempting  to  come  up 
with  proposals  to  try  to  remedy  the  situation,  and  I  am  hopeful  that 
they  will  do  so. 

The  effects  of  such  benefit  reductions,  I  understand  also,  are  for  the 
present — ^liave  been  limited  thus  far  because  they  have  not  been  applied 
to  those  recipients  who  were  converted  from  the  old  welfare  program 
to  SSI.  However,  a  potential  group  of  some  180,000  or  200,000  of  these 
people  possibly  could  be  affected  when  the  annual  redeterminations  are 
made,  in  addition  to  those  who  were  not  converted  or  did  not  pre- 
viously live  in  institutions  and  must  have  problems  now.  Thus,  we 
had  better  act  with  some  dispatch  in  trying  to  solve  this  problem  or 
it  is  likely  to  become  a  lot  worse  than  it  has  already  been. 

Mr.  Chairman,  I  am  hard  pressed  to  think  of  any  other  program 
rule  in  the  Government  which  operates  in  such  a  bizarre  and  counter- 
productive manner.  While  I  am  pleased  that  the  Social  Security  Ad- 
ministration is  attempting  to  attack  this  problem  administratively 
and  I  urge  that  this  effort  be  continued,  as  I  have  said,  we  had  better 
be  ready  to  explore  legislative  alternatives  promptly  if  an  administra- 
tive solution  is  not  soon  forthcoming. 

Unlike  "earned"  wage  or  salary  income,  "unearned"  income  is  de- 
ducted dollar-for-dollar  from  the  potential  SSI  benefit  once  the  in- 
come disregard  level  has  been  exceeded.  This  arrangement  eliminates 
any  possible  role  of  significance  for  tax-exempt  charities  or  other 
third  parties,  including  relatives,  in  assisting  SSI  recipients.  If  the 
charity  or  other  third  party  wishes  to  increase  the  income  of  an  SSI 
recipient  by  $1  per  month  and  the  $20  income  disregard  has  already 
been  utilized,  it  must  pay  him  an  extra  $147  per  month  to  do  so. 

Thus,  it  is  fruitless  for  a  charity  to  help  SSI  recipients  unless  it 
alone  can  support  them  at  a  much  higher  level  than  SSI  benefits.  Any 
Government-private  partnership  in  support  of  SSI  recipients  is  elim- 
inated, including  arrangements  permissible  under  old  welfare  law 
in  which  the  Government  would  contribute  welfare  payments  to  a 
person's  institutional  support  while  a  third  party  would  absorb  re- 
m.aining  costs. 

While  this  cutoff  of  additional  help  for  SSI  recipients  might  be 
more  justifiable  if  SSI  benefits  alone  provided  a  generous  or  even  a 
clearly  adequate  level  of  support,  the  provision  of  $146  plus  the  $20 
income  disregard  per  month  is  simply  not  enough  to  justify  a  Federal 
policy  that  further  contributions  from  private  sources  are  to  be  vir- 
tually barred. 
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Social  Security  District  IxTERrRETATioNS  Vary 

In  addition  to  these  specific  concerns,  various  complaints  have  come 
to  my  office  involving  wide  variations  among  Social  Security  District 
Offices  in  the  interpretation  of  levels  of  both  income  in-kind  and  re- 
sources. While  individual  judgments  are  involved  and  some  varia- 
tions will  always  exist,  SSA  should  provide  the  training  and  take 
other  necessary  steps  to  further  more  equitable  administration  of  these 
provisions. 

As  the  committee  well  knows,  the  first  three  problems  I  mentioned 
at  the  beginning  of  my  statement  recently  have  been  acted  upon  by 
the  Senate  but  lack  final  resolution  as  yet.  The  Senate  has  twice  passed 
my  amendment  to  save  hundreds  of  thousands  of  SSI  recipients  from 
financial  catastrophe  during  the  weeks  or  months  necessary  to  deter- 
mine their  eligibility  for  SSI.  This  amendment  would  allow  States 
and  counties  to  be  reimbursed,  out  of  the  retroactive  SSI  payment  due 
to  a  recipient  upon  the  determination  that  he  is  eligible  for  SSI,  for 
any  payments  made  to  him  during  the  waiting  period.  By  assuring 
the,  States  and  coimties  that  they  will  be  reimbursed,  it  should  enable 
them  to  extend  advances  at  the  SSI  benefit  level  on  a  widespread  basis. 
From  the  SSI  recipient's  standpoint,  the  result  would  be  the  same 
as  if  he  were  determined  eligible  for  SSI  immediately. 

Protections  are  included  in  the  amendment  to  insure  that  the  SSI 
recipient  participates  on  a  voluntary  basis  and  is  promptly  paid  any 
balance  of  SSI  owed  retroactively  to  him.  A  1-year  expiration  date 
is  included  so  that  while  adopting  my  proposal  to  provide  immediate 
relief,  Congress  will  continue  to  evaluate  other  means  of  providing 
this  emergency  assistance  to  SSI  recipients. 

I  believe  that  my  amendment  is  of  crucial  importance  because  food 
bills,  medical  bills  and  other  necessary  living  expenses  will  not  wait 
2  to  5  months  for  a  government  determination.  It  could  help  tlie  dis- 
abled in  particular,  whose  determinations,  tragically,  are  subject  to 
the  longest  delays.  The  amendment  is  now  being  considered  in  the 
conference  on  H.R.  8217.  I  urge  committee  members  to  indicate  their 
support  for  it. 

In  the  same  conference,  a  Mondale  amendment  is  being  considered 
which  would  allow  SSI  benefits  to  increase  with  the  cost  of  living.  I 
know  that  this  amendment  has  strong  support.  "^Vhile  I  am  not  repre- 
senting a  State  which  is  involved  in  a  major  way  in  the  issue  of  the 
mandatory  benefit  passtlii-ough.  T  am  confident  tliat  Congress  can 
resolve  that  issue  quickly  so  that  SSI  recipients  can  be  protected  from 
inflation. 

In  late  June,  Congress  passed  legislation  which  extended  for  12 
months  the  present  law  for  determining  eligibility  of  SSI  recipients 
for  food  stamps.  On  the  Senate  side  on  June  3  and  4,  Senators  Crans- 
ton, Eagleton,  Ribicoff,  and  I  all  introduced  similar  extensions  of 
present  law. 

Permanent  Eligibility  Legislation  Imperatrt^ 

But,  while  the  12-month  extension  was  extremely  important,  perma- 
nent legislation  is  still  needed  because  the  onerous  provisions  of  Public 
Law  93-86  are  scheduled  to  become  effective  next  June  30.  By  man- 
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dating  that  only  those  whose  December  1973  combined  welfare  and 
bonus  value  of  food  stamp  levels  exceed  their  present  SSI  benefit 
level  would  remain  eliirible  for  food  stamps,  these  provisions  would 
cut  off  SSI  recipients'  food  stamps  in  a  manner  not  necessarily  based 
on  mcome;  create  an  administrative  monstrosity  because  of  the  re- 
cipient-by-recipient calculations  required ;  and  eliminate  food  stamps 
for  groups  of  SSI  recipients  when  SSI  benefits  increase  even  if  these 
benefit  increases  are  designed  solely  to  keep  pace  with  the  cost  of  living. 
"We  must  find  a  better  pe'rmanent  provision  for  determining  eligibility 
of  SSI  recipients  for  food  stamps  during  the  coming  year. 

While  I  am  vitally  interested  in  resolutions  to  the  other  problems 
I  enumerated,  I  believe  that  generally  they  will  be  covered  adequately 
by  other  witnesses.  I  do  want  to  mention  again  my  concern  that  de- 
livery of  benefits  be  better  coordinated  with  Government  assistance 
programs,  because  that  point  may  not  be  covered  by  others.  At  the 
very  least  information  should  be  available  at  the  same  location  which 
assures  that  SSI  recipients  will  be  aware  not  only  of  the  extent  and 
availability  of  SSI  but  also  of  other  Government  programs  such  as 
public  assistance  and  food  stamps. 

Where  possible,  representatives  of  agencies  involved  in  other  types 
of  assistance  should  be  located  conveniently  near  each  other.  In  large 
Social  Security  District  Offices  and  wherever  else  it  can  be  arranged, 
representatives  from  other  Government  programs  could  and  should 
even  be  stationed  in  the  same  offices. 

I  would  be  remiss  if  I  did  not  discuss  the  disproportionate  effect 
which  the  prohibition  of  SSI  payments  to  inmates  of  public  institu- 
tions, unless  these  institutions  meet  Medicaid  standards,  is  having 
upon  Ohio.  In  the  first  few  months,  there  were  many  State  licensed 
but  privately  controlled  institutions  that  had  been  under  the  impres- 
sion that  they  were  being  classified  as  public,  and  they  were  receiving 
different  signals  from  the  district  and  national  Social  Security  offices. 

Although  this  mixup  has  been  cleared  up,  there  are  still  charges  at 
the  State  level  that  the  public  institutions  prohibition  is  being  applied 
unnecessarily  broadly  and  discretionarily. 

Probably  the  most  widespread  effect  of  the  provision  in  Ohio,  how- 
ever, is  its  elimination  from  SSI  of  about  1,500  residents  of  the  54  of 
Ohio's  66  county  homes  which  presently  do  not  meet  Medicaid  stand- 
ards. Many  of  these  facilities  are  primarily  residential  and  I  believe 
that  serious  questions  can  be  raised  about  applying  the  public  in- 
stitutions prohibition  to  them. 

While  the  prohibition  is  logical  when  applied  to  inmates  of  institu- 
tions which  it  is  the  clear  responsibility  of  State  or  local  governments 
to  provide,  such  as  prisons,  the  rationale  is  less  clear  with  respect  to 
residential  facilities  which  do  not  have  to  be  provided.  The  effect  of 
the  prohibition  in  such  cases  is  to  force  governments  which  assume 
the  extra  burden  of  providing  them  either  to  turn  away  welfare-level 
individuals  most  in  need  of  their  services  or  to  meet  Medicaid  require- 
ments which  they  would  not  be  forced  to  meet  for  the  SSI  purposes  of 
their  residents  if  they  were  privately  operated. 

"VVliile  the  best  answer  for  public  medical  facilities  is  certainly  to 
upgrade  these  facilities  to  ]Medicaid  standards,  Medicaid  standards 
are  not  necessarily  fitting  or  feasible  for  primarily  residential  facil- 
ities. Often  these  facilities  have  been  considered  to  provide  an  ade- 
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quate  residence  and  place  of  general  care  for  elderly  people.  In  some 
areas,  especially  rural  ones,  the  situation  is  further  complicated  by 
the  lack  of  sufficient  alternative  facilities  of  this  type. 

Thus  far,  I  have  urged  that  solutions  to  this  problem  be  explored 
at  the  State  level.  However,  I  believe  it  would  be  appropriate  and 
helpful  for  the  committee  to  examine  wdiether  the  public  institutions 
prohibition  is  appropriate  in  these  cases. 

So  many  different  concerns  about  SSI  have  been  brought  to  my 
attention  that  this  testimony  is  far  from  all  inclusive.  However,  I 
believe  that  the  problems  I  have  outlined  are  some  of  the  most  serious 
ones  which  can  be  addressed  by  legislation  and  I  am  drafting  legis- 
lation which  would  deal  with  them. 

Committee  Efforts  Commended 

I  commend  the  committee  for  its  interest  in  these  extremely  im- 
portant matters.  I  will  work  with  you  in  any  way  I  can  to  straighten 
out  some  of  these  initial  problems  and  see  to  it  that  the  Supple- 
mental Security  Income  program  comes  closer  to  fulJalling  its  great 
promise. 

I  thank  the  committee,  and  I  would  be  glad  to  answer  any  questions. 

Senator  Church.  Senator,  I  have  no  questions.  Your  testimony  is 
very  clear,  and  we  are  not  only  glad  to  have  it  for  the  record,  but 
we  will  examine  the  recommendations  very  carefully  in  connection 
with  any  the  committee  should  issue,  and  we  will  also  welcome  any 
bills  that  you  have  introduced  along  these  lines. 

Senator  Taft.  Thank  you  very  much.  JNIr.  Chairman. 

Senator  Church.  Thank  you,  Mr.  Taft. 

Our  next  Avitness  is  Mr.  Peter  Hughes,  who  is  legislative  representa- 
tive of  the  American  Association  of  Retired  Persons.  He  is  accom- 
panied by  James  M.  Hacking. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman.  We  have  a  rather  lengthy 
prepared  statement.  Knowing  that  the  committee  is  pressed  for  time, 
I  would  like  to  read  a  summary  of  that  statement,  and  I  respectfully 
request  the  full  prepared  statement  be  made  a  part  of  the  record. 

Senator  Church.  Yes,  the  prepared  statement  will  be  made  a  part 
of  the  record.* 

STATEMENT  OF  PETER  HUGHES,  LEGISLATIVE  EEPEESENTATIVE, 
NATIONAL  RETIRED  TEACHERS  ASSOCIATION/AMERICAN  ASSO- 
CIATION OE  RETIRED  PERSONS,  ACCOMPANIED  BY  JAMES  M. 
HACKING 

Mr.  Hughes.  Mr.  Chairman,  I  am  Peter  Hughes,  legislative  repre- 
sentative of  the  National  Retired  Teachers  Association  and  the  Ameri- 
can Association  of  Retired  Persons,  organizations  with  a  combined 
membership  in  excess  of  7  million  pei-sons.  Accompanying  me  this 
afternoon  is  James  M.  Hacking,  a  member  of  the  legislative  staff. 

Our  organizations  welcome  this  opportunity  to  appear  before  the 
Special  Committee  on  Aging  to  offer  our  comments  with  respect  to 
the  administration  of  the  Supplemental  Security  Income  program 
and  our  recom.mendations  for  its  further  development. 


^  See  appendix,  p.  7fil. 
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Not  only  did  our  organizations  actively  support  the  enactment  of 
this  program,  but  we  were  also  enthusiastic  participants  in  the  im- 
plementing outreach  effort.  Yfe  have  been,  and  we  remain,  fully  com- 
mitted to  the  success  of  this  program,  for  we  consider  it  to  be  positive 
evidence  of  the  continuing  Federal  commitment  to  the  elimination  of 
poverty  among  our  aged,  blind,  and  disabled  population. 

Once  perfected,  the  SSI  program  should  provide  tlie  basic  floor  of 
income  protection  on  which  may  be  built  an  adequate  income  security 
structure. 

Facts  About  SSI  Program 

In  contrast  to  the  official  optimism  expressed  with  respect  to  the 
program's  implementation  prior  to  the  January  1974  startup  date, 
we  feel  the  facts  are  these : 

(1)  As  of  October  31,  1973 — a  full  year  after  the  enactment  of  the 
SSI  program — no  final  administrative  regulations  had  been  published. 

(2)  The  conversion  process  which  was  to  be  completed  by  October 
1973  was  incomplete  at  the  time  of  implementation. 

(3)  On  January  1,  1974,  only  215,000  newly  eligible  persons  had 
been  added  to  the  SSI  rolls  over  and  above  those  who  were  the  objects 
of  the  conversion  process  carried  out  with  respect  to  those  eligible 
under  the  State  public  assistance  programs. 

In  the  opinion  of  our  organizations,  the  delay  in  the  issuance  of 
regulations  was  attributable  to  at  least  two  factors.  First,  regidations 
could  not  be  written  without  some  actual  picture  of  what  was  happen- 
ing under  the  old  adult  category  programs ;  the  time  it  took  to  compile 
this  information  into  a  coherent  presentation  meant  delay  for  the 
promulgation  of  regulations.  Second,  the  hiatus  in  leadership  at  the 
Social  Security  Administration  resulting  from  the  spring  and  summer 
delay  in  nominating  a  successor  to  former  Commissioner  Robert  Ball 
compoimded  the  SSI  implementation  problems. 

We  suggest  that  the  developments  at  the  planning  and  implementa- 
tion stages  of  the  SSI  program  should  provide  sufficient  incentive  for 
congressional  action  to  remove  the  Social  Security  Administration 
from  the  Department  of  Health,  Education,  and  Welfare  in  order  to 
insulate  its  leadership  from  the  pressures  of  politics.  S.  3143,  the  bill 
to  accomplish  this  end,  has  our  strong  support. 

With  respect  to  the  delay  in  completing  the  conversion  process,  our 
organizations  believe  that  the  lack  of  consistency  in  the  previous  grant- 
in-aid  programs  forced  the  Social  Security  Administration  to  spend 
far  more  time  than  anticipated  sorting  out  the  data  given  by  the 
States,  Moreover,  there  appears  to  be  some  evidence  of  State  "foot 
dragging"  in  compiling  data  to  be  used  in  the  conversion  process  and 
State  tarduiess  in  confirming  data  returned  to  the  Social  Security 
Administration. 

Our  organizations  find  it  unfortunate  that  HEW  and  SSA  either 
failed  to  recognize  or  failed  to  acknowledge  honestly  the  complex 
realities  of  the  conversion  process.  The  result  was  disappointment  and 
the  frustration  of  expectations. 

The  most  disturbing  of  all  the  implementation  problems  encoun- 
tered, however,  is  that  with  respect  to  the  new  SSI  eligibles  who  are 
not  former  adult  category  recipients.  Although  the  exact  size  of  the 
new  eligible  population  oannot  be  conclusively  predicted,  the  figures 
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developed  by  tlie  Social  Security  Administration's  Oifice  of  Research 
and  Statistics  and  those  developed  by  the  Bureau  of  Social  Science 
Research,  Inc.,  are  substantially  above  the  confirmed  data  from  our 
early  experience  under  the  SSI  program. 

Slow  Start  Causes  Inquiry 

While  projecting  a  potential  pool  of  new  eli^bles  of  from  3  to_  5 
million  persons,  only  200,000  were  actually  receiving  SSI  benefits  in 
January  of  this  year  and  only  300,000  by  the  end  of  !March. 

Our  organizations  are  forced  to  inquire  as  to  the  reasons  for  this 
substantial  discrepancy.  Could  it  be  that  there  is  a  designed  slowdown 
in  finding  new  eligibles  ?  The  original  planning  assumption  considered 
by  SSA  in  late  1972  was  that  with  15  months  leadtime,  some  80  per- 
cent of  newly  eligible  persons  could  be  identified,  contacted,  signed  up 
and  prepared  to  begin  receiving  SSI  benefits  when  the  program  be- 
came effective. 

We  ask  this  committee  to  investigate  whether  or  not  this  original 
planning  assumption  was  replaced  sometime  during  1973  by  a  planning 
assumption  designed  more  to  protect  the  administration's  budget  than 
to  implement  the  program.  Unless  immediate  attention  is  given  to 
further  outreach  efforts,  our  organizations  believe  that  the  SSI  pro- 
gram may  stabilize  at  a  target  level  of  participation  under  50  percent 
of  the  estimated  eligible  pool. 

While  we  can  appreciate  that  the  cost  of  the  SSI  program  is  of 
concern  to  the  administration  in  general  and  the  Department  of 
Health,  Education,  and  Welfare  in  particular,  we  do  not  believe  that 
attempts  should  be  made  to  restrain  cost  through  a  policy  of  deliberate 
procrastination  in  the  enrollment  of  intended  beneficiaries. 

Senator  Church.  May  I  say  at  that  point,  with  respect  to  the  public 
testimony  that  we  received,  that  it  suggests  that  if  there  was  not  inten- 
tional foot  dragging  in  implementing  this  program,  there  at  least  was 
insufficient  attention  given  to  the  necessity  of  moving  ahead  with  this 
implementation  during  the  14  months  leadtime  that  SSA  had  under 
the  law.  It's  only  now  that  they  are  stressing  outreach  to  get  people 
who  should  have  been  contacted  months  ago. 

Mr.  Hughes.  Senator,  I  think  our  feeling  here  is  that  there  was  in- 
tention. The  evidence,  at  least  to  us  and  to  a  lot  of  our  members,  indi- 
cates deliberate  foot  dragging.  I  think  whether  it  was  intentional  or 
not  is  really  not  the  point  anymore.  The  point  is  that  intended  recip- 
ients are  not  receiving  SSI  assistance. 

Senator  Church.  Compared  with  the  way  that  Medicare  is  imple- 
mented by  Social  Security,  and  the  very  high  percentage  of  eligibles 
that  were  blanketed  in  when  that  program  took  effect,  this  perform- 
ance is  a  very  poor  one. 

Mr.  Hughes.  I  think  I  would  have  to  agree. 

Senator  Church.  All  the  testimony  bears  this  out.  One  of  the  ad- 
ministration witnesses  indicates  that  every  effort  is  being  rnade  to 
rectify  past  mistakes  in  phase  2  of  the  outreach  program,  which  will 
be  underway  soon.  It  is  hoped  that  many  of  these  people  can  be  con- 
tnctod  and  made  eligible ;  but  it  comes  6  months  after  the  effective  date 
of  the  program. 

Mr.  Hughes.  Senator,  we  have  the  same  assurances,  but  actions  speak 
louder  than  words.  We  will  wait  to  see  what  the  action  is. 
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If  I  may  proceed,  we  have  some  recommendations  that  we  would 
like  to  offer  as  a  way  to  improve  the  SSI  j^ro^iram. 

Although  the  Congress,  in  creating  the  SSI  program,  ostensibly 
intended  to  minimize  some  of  the  more  distasteful  features  of  the 
existing  welfare  programs  for  the  aged,  blind,  and  disabled,  an  ex- 
amination of  the  SSI  statutory  structure  and  implementing  regula- 
tions indicates  that  somie  of  the  negative  features  of  the  earlier  pro- 
grams have  been  perpetuated. 

The  SSI  program  was  to  provide  a  guaranteed  minimum  income  for 
all  aged,  blind,  and  disabled  persons  whose  income  from  other  sources 
is  below  a  stated  amount.  Moreover,  this  minimum  was  to  be  provided 
in  a  manner  designed  to  promote  both  dignity  and  independence. 
I'^nfortunately,  insufficient  income  is  not  the  only  test  for  SSI  benefits. 
Benefits  are  also  conditioned  upon  the  value  of  an  individual's 
assets — both  real  and  personal. 

Assets  Test  Demeaxixg 

Our  organizations  consider  this  resource  test  to  be  demea7iing  and 
at  variance  with  the  spirit  of  the  program.  The  inclusion  of  this  test 
is  hardly  what  we  would  call  a  departure  from  past  practice  and  its 
effect  is  the  same  as  it  has  always  been — to  deter  individuals  from 
participation  by  subjecting  them  to  probing  questions  and  placing  the 
onus  on  the  expectant  recipient  to  prove  that  he  is  a  pauper. 

At  this  point.  I  would  like  to  add  a  i>oi>onnl  note.  I  know  from  my 
association  with  you  and  the  members  of  your  committee  and  your 
staff  that  this  is  of  particular  importance  to  older  people. 

Senator  Church.  Yes. 

Mr.  Hughes.  We  hear  so  much  about  welfare  programs,  and  people 
driving  up  in  their  Cadillacs  and  standing  in  line  to  collect  their  wel- 
fare checks,  but  I  know  that  you  have  personal  experience  and  we 
have  personal  experience,  that  with  older  people  this  feeling  of  de- 
meaning the  person  prevents  them  from  participating  in  a  program 
such  as  SSI,  because  they  do  not  like  the  connotation  of  welfare.  We 
feel  very  strongly  about  this  point. 

Features  such  as  the  resource  test  are  hardly  designed  to  preserve 
the  dignity  of  the  SSI  recipient. 

Our  oraranizations  urge  the  repeal  of  either  the  resource  test  of 
section  1631  (e)(1)(B)  prohibiting  the  use  of  income  resource  declara- 
tions as  a  means  of  establishing  eligibility  for  the  program.  If  the 
true  goal  of  the  Congress  was  to  make  SSI  a  program  to  erase  the  wel- 
fare connotations  of  the  previous  grant-in-aid  programs,  the  statute 
might  be  amended  by  inserting  language  directing  the  Secretary  to 
make  the  application  process  as  simple  as  possible. 

While  our  organizations  desire  to  see  the  resource  test  removed  or 
neutralized,  we  also  recognize  the  lack  of  congressional  enthusiasm  for 
making  the  availability  of  SSI  assistance  easy. 

Eesource  Test  ]MoDTFirATToxs  Recommended 

We  therefore  recommend  that  the  following  modifications  of  the 
resource  test  be  considered : 

First,  we  urge  that  the  individual's  home  either  be  excluded  en- 
tirely from  the  I'esource  test  or  at  least  be  valued  in  a  maimer  that 
takes  into  account  regional  variations. 
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Second,  we  recommend  that  regulation  section  416.1216  governing 
the  exclusion  of  household  goods  and  personal  effects  be.  amended  to 
provide  for  a  declaration  by  the  recipient  that  he  does  not  have  house- 
hold goods  and  personal  effects  of  unusual  or  exceptional  value. 

Third,  with  respect  to  the  limitation  on  valuation  of  an  automobile 
under  section  416.1218(b),  our  organizations  recognize  that  an  SSI 
level  of  income  hardly  permits  one  to  continue  payments  on  an  expen- 
sive car  or  even  to  meet  the  cost  of  maintaining  a  luxury  car  over  time; 
we  therefore  recommend  redefining  the  limit  at  that  level  at  which  an 
individual  may  continue  to  maintain  a  vehicle. 

Fourth,  our  organizations  suspect  that  the  limit  set  for  the  exclu- 
sion of  life  insurance  policies  is  not  high  enough  and  has  been  a  sub- 
stantial obstacle  to  elderly  participation  in  the  program.  As  the  com- 
mittee is  well  aware,  it  is  set  at  $1,500.  We  think  that  limit  should  be 
raised  substantially. 

Finally,  until  such  time  as  the  resource  test  is  repealed  completely, 
Ave  would  urge  that  resource  valuation  limitations  be  cost-indexed  in 
order  to  prevent  SSI  recipients  from  being  denied  benefits  as  a  result 
of  the  inflationary  appreciation  of  property  values. 

With  respect  to  the  income  test  and  the  income  exclusions,  our  or- 
ganizations believe  that  the  income  test  for  eligibility  and  payment 
purposes  should  be  cost-indexed  in  order  that  SSI  benefits  will  retain 
their  purchasing  power  over  time.  We  also  believe  that  the  exclusion 
amounts  should  be  indexed  to  prevent  such  things  as  dollar-for- 
dollar  reductions  in  SSI  benefits  as  a  result  of  OASDI  cost-of-living 
increases. 

While  the  cost-indexing  amendment,  which  was  attached  to  H.R. 
8217,  would  accomplish  some  of  these  objectives — cost-indexing  the 
amount  used  for  eligibility  and  payment  purposes  and  the  earned  in- 
come exclusion  amount — and  therefore  has  our  support,  it  would  Jiot 
accomplish  all  of  them. 

As  an  issue  tangentially  related  to  SSI  payment  levels,  our  organiza- 
tions must  question  the  regulatory  interpretation  concerning  the  one- 
third  reduction  in  payments  for  an  SSI  recipient  living  in  the  house- 
hold of  another.  In  our  opinion,  the  statute  does  not  absolutely  require 
adherence  to  the  one-third  reduction  regardless  of  whether  the  in- 
dividual is  making  any  payments  for  support  to  the  person  in  whose 
household  he  is  living. 

Eeducing  incomes  for  those  who  are  contributing  support  and  main- 
tenance within  a  household  conflicts  with  the  availability  of  full  bene- 
fits for  thase  who  pay  for  their  support  and  maintenance  on  the  out- 
side. At  stake  here  is  the  same  infringement  on  the  older  American's 
pride  that  made  old  age  asistance  distasteful — ^an  infringement  on  the 
pride  which  compels  an  older  person  to  contribute  his  fair  share. 

Fully  recognizing  that  the  SSI  program,  as  presently  constructed, 
is  not  a  purely  Federal  program,  but  rather  a  Federal-State  partner- 
ship, the  issue  of  State  supplementation  of  the  basic  Federal  benefit 
raises  a  number  of  policy  issues  which  this  committee  should  explore. 

Thirty  States  have  raised  their  adult  payment  standards  since 
January  1972,  the  base  date  for  the  formula* for  cost-sharing  under 
the  title  XVI  program.  At  least  20  of  these  States  at  the  close  of  1973 
had  payment  levels  above  the  basic  Federal  floor.  Consequently,  with 
i-pspect'to  these,  supplementation  of  the  basic  SSI  grant  is  required. 
In  order  to  provide  supplementation  to  all  eligible  recioients  at  levels 
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equivalent  to  the  recent  payment  standards  in  these  States,  approxi- 
mately half  of  them  will  find  it  necessary  to  increase  their  State  and 
local  expenditures  for  adult  assistance  above  calendar  year  1972  levels. 

Hold-Haemless  Formula 

The  "hold-harmless"  formula  will  not  protect  these  latter  States 
against  such  increases  because  of  the  2-year  lag  in  the  base  period 
established  for  the  adjusted  payment  level.  In  these  States  the  require- 
ment for  mandatory  supplementation  of  individuals  converted  from 
the  previous  grant-in-aid  programs  has  confronted  them  with  the  pos- 
sible necessity  of  not  supplementing  all  recipients  to  the  payment 
standards,  thus  establishing  a  discriminatory  "two-tier"  system  of  in- 
come supplements  as  between  mandated  and  nonmandated  recipients — 
a  double  standard  of  supplementary  income  support  within  the  same 
State. 

There  are  two  possible  alternatives  which  could  adjust  this  dis- 
crepancy, either  change  the  base  date  of  the  adjusted  payment  level  or 
cost-index  it.  Both  of  these  solutions  would  have  the  effect  of  shifting 
the  burden  of  supplementation  cost  to  the  Federal  Government. 

Our  associations  recommend  the  cost-indexing  of  the  adjusted  pay- 
ment level.  This  method  assures  continual  readjustment  of  this  crucial 
component  of  the  spending  formula. 

The  failure  of  the  Congress  to  enact  some  formula  for  assuring  that 
the  recipient  will  receive  increases  in  the  basic  SSI  Federal  payment 
in  addition  to  the  State  supplement,  has  further  compounded  the 
problems  in  the  high  payment  States. 

Under  present  law,  there  is  no  assurance  that  basic  payment  in- 
creases will  be  "passed  through"  to  the  recipients  of  State  supplemen- 
tary payments.  Indeed,  the  increased  Federal  payment  may  be  re- 
tained by  the  State  government  to  prevent  it  from  spending  above  its 
hold-harmless  level.  In  the  light  of  the  fact  that  both  of  the  SSI  in- 
creases enacted  to  date  were  not  passed  on  to  recipients  in  eight  States, 
our  organizations  would  urge  the  Congress  to  expedite  action  on  the 
j^assthrough  formula  contained  in  H.R.  8217  and  Avould  urge  the 
Members  of  the  Senate  to  insist  on  their  amendment  in  the  conference 
committee. 

Senator  Percy.  Excuse  me.  I  wonder  if  I  can  interrupt  you  at  this 
particular  point.  I  have  just  had  a  notice  from  the  floor  that  the  con- 
sumer protection  bill  is  being  taken  up. 

Mr.  Chairman,  if  I  could  just  ask  a  couple  of  questions  before  I  must 
go  to  the  floor. 

Senator  Church.  Certainly,  please  do  so.  Senator  Percy. 

Senator  Percy.  I  wonder  how  you  would  propose  we  clarify  the 
relationship  between  various  income  maintenance  programs,  both  pub- 
lic and  private,  that  is,  so  that  we  get  the  most  for  our  dollars. 

Program  Overlap  Creates  Problems 

Kow,  we  have  obvious  overlaps  between  basic  Social  Security  bene- 
fits, SSI  benefits,  private  pensions,  savings,  and  so  forth.  Do  you  have 
any  thought  in  mind  as  to  how  we  can  coordinate  these  or  clarify  the 
relationship  between  them  ? 

Mr.  Hughes.  I'd  like  to  ask  my  associate  to  answer  that 
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Senator  Percy.  Incidentally,  can  everyone  in  the  room  hear  our  wit- 
nesses ?  Most  are  shaking  their  heads  no ;  I  think  you  have  to  speak 
right  out  into  those  microphones.  Thank  you. 

Mr.  Hacking.  OK,  fine.  Part  of  the  problem,  Senator,  is  that  too 
many  committees  have  jurisdiction  over  too  many  programs.  The  Con- 
gress enacts  bills  that  are  looked  at  by  one  single  committee,  and  re- 
viewed fully  only  within  that  committee.  Consequently,  you  get  over- 
lap, you  get  one  social  program  frustrating  another.  The  impact  of  a 
proposed  change  in  one  program  or  other  programs  is  never  looked  at 
by  any  supercommittee.  There's  no  committee  that  looks  at  everything. 

On  the  other  hand,  there  are  some  ways  of  getting  around  this.  I 
think  the  experience  that  we  have  with  the  pension  reform  legislation, 
where  it  had  to  go  through  two  committees  in  each  House  of  the  Con- 
gress, was  very  successful  and  something  that  should  be  done  more  in 
the  future  to  avoid  having  programs  and  bills  considered  in  isolation. 

Perhaps  this  committee,  with  respect  to  the  aging  programs,  should 
assume  this  overview  type  of  function.  Tliis  committee  should  look  at 
a  particular  bill  on  its  merits  and  consider  its  effects  on  other  pro- 
grams, like  the  SSI,  veterans'  pension,  and  other  social  programs. 

This  overview  function  and  the  routing  of  bills  through  a  number  of 
committees  is  critically  needed.  I  thinl^that  is  one  step  to  eliminate 
tne  problem. 

Senator  Percy.  Could  you  comment  on  what  your  association  would 
consider  to  be  an  effective  guaranteed  income  level  for  the  SSI 
recipient? 

Mr.  Hughes.  As  a  very  minimum,  the  poverty  level. 

Senator  Percy.  Thank  you.  Lastly,  we've  had  a  great  deal  of  news- 

gaper  comment  on  the  actuarial  deficits  that  will  occur  in  the  old 
ocial  Security  system. 

The  Social  Security  Board  of  Trustees  has  reported  that  the  Social 
Security  system  is  facing  a  3-perccnt-long-rano;o  actuarial  deficit. 

Would  you  care  to  comment  on  your  association's  reaction  to  this 
report?  We  have  a  great  deal  of  concern.  I've  never  heard  as  much 
adverse  comment  about  the  Social  Security  system  as  from  people  who 
feel  that  they  may  be  paying  in  all  of  their  lives  and  then  the  trust 
fund  will  end  up  not  having  enough  in  it.  Will  they  have  to  depend 
on  appropriations  from  general  revenues  in  order  to  guarantee 
benefits  ? 

Mr.  Hughes.  Senator  Percy,  our  associations  are  extremely  con- 
cerned about  the  charges  being  made  against  the  Social  Security 
system. 

We  have  some  of  the  same  doubts,  I  must  admit.^Many  of  our  mem- 
bers who  are  currently  recipients  of  Social  Security  write  to  us  and 
tell  us  they  don't  want  their  children  and  their  grandchildren  to  be 
paying  in  5.5  percent  of  their  income. 

We  have  grave  concerns,  and  we  were  pleased  that  this  committee 
saw  fit  to  start  a  series  of  hearings  in  this  Congress  on  Social  Security. 
You  were  basically  ahead  on  the  major  criticisms  that  have  been  ap- 
pearing in  the  newspapers  recently,  and  we  would  hope  that  these 
hearings  would  continue  and  that  we  really  can  work  for  new  direc- 
tions in  Social  Security. 

I  think  off  the  top  of  my  head,  one  of  the  first  things  that  we  would 
recommend  would  be  a  serious  consideration  of  general  revenues  to 
finance  the  system.  Mr.  Hacking  of  our  staff  is  our  expert  on  Social 
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Security,  and  he  may  have  some  further  comments  to  make.  However. 
I  would  like  the  opportunity  to  meet  with  you  or  youj'  staff  at  a  later 
date  and  discuss  this  issue  more  fully. 

Senator  Percy.  I  would  welcome  that.  I  would  likr  to  set  up  an 
appointment  with  you  to  discuss  this.  It's  a  matter  of  great  urgency, 
and  I  noticed  that  Senator  Church  joins  me  in  expressing  a  deep  con- 
cern about  it. 

Mr.  Chairman,  I  would  like  to  thank  Mr.  Hughes  and  also  the 
National  Eetired  Teachers  Association  and  the  American  Association 
of  Retired  Persons  whom  I've  enjoyed  working  with  tremendously, 
and  they  have  been  of  tremendous  help  to  me  and  my  staff. 

Mr.  Chairman,  if  I  may,  I  would  also  like  to  indicate  to  Father 
Charles  J.  Fahey  my  deep  regret  at  not  being  able  to  stay  for  his 
testimony,  but  I  will  study  it  thoroughly.  He  has  been  of  tremendous 
help  to  me,  as  has  the  American  Association  of  Homes  for  the  Aging. 
I  know  everyone  on  the  staff  here  recognizes  Constance  Beaumont, 
who  worked  very  closely  with  this  staff  l^efore  leaving  my  office  to  join 
AAHA.  We  consider  her  to  be  one  of  the  truly  gifted  and  dedicated 
people  in  this  field. 

May  I  also  ask  the  Honorable  Edwin  F.  Flowers,  the  Commissioner 
of  the  Department  of  Welfare  in  West  Virginia,  to  stand  if  he  is  in 
the  room  ? 

Mr.  Flowers.  Yes. 

Senator  Percy.  I  would  like  to  introduce  you  to  my  daughter, 
Sharon  Rockefeller.  Although  she  is  interested  in  the  problems  of  the 
SSI  program,  I  know  she  does  want  me  to  take  her  to  the  floor  now 
to  work  on  the  consumer  protection  bill. 

Thank  you  very  much,  Mr.  Chairman. 

Senator  Church.  Thank  you.  Senator  Percy. 

Mr.  Hughes.  Should  I  proceed,  Mr.  Chairman?  I  have  one  page 
left. 

Senator  Church.  Will  you,  please. 

Basic  Payment  Substandard 

Mr.  Hughes.  The  final  issue  upon  which  our  organizations  would 
like  to  comment  this  afternoon  is  the  substandard  level  of  the  basic 
payment.  We  feel  it  is  not  too  much  to  ask  that  aged,  blind,  and  dis- 
abled persons  be  guaranteed  income  sufficient  to  lift  them  from 
poverty.  SSI  benefits  should  provide  an  income  at  least  equal  to  the 
poverty  threshold.  The  limited  OASDI  benefits  and  earnings  which 
recipients  are  permitted  to  retain  should  be  used  to  raise  them  to  an 
income  above  this  level. 

We  have  mentioned  before  the  possibility  of  defining  poverty  in 
such  a  manner  designed  to  accommodate  regional.  State,  or  even  intra- 
state variations.  We  have  also  acknowledged  that  the  administrative 
burden  and  expense  of  constructing  and  maintaining  such  a  flexible 
definition  as  the  guide  for  basic  SSI  payment  levels  might  be  pro- 
hibitive. Nevertheless,  we  believe  that  such  a  flexible  definition  should 
be  seriously  considered. 

In  conclusion,  Mr.  Chairman,  once  the  Federal  SSI  payment,  re- 
source and  income-resource  exclusion  amounts  are  cost-indexed,  and 
the  basic  Federal  payment  is  set  at  not  less  than  the  poverty  level,  a 
long  stride  will  have  been  taken  toward  removing  from  the  povertv 
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category  the  substantial  numbers  of  aged,  blind,  and  disabled  indi- 
viduals whose  fate  has  been  such  a  conspicuous  blot  against  this 
country's  record  of  social  progress  for  the  last  30  years.  If  coupled 
with  a  prodigious  and  continuing  effort  to  bring  into  the  program  all 
those  who  are  potentially  eligible  for  its  benefits,  this  blot  may  finally 
be  eradicated. 

Thank  you,  Mr.  Chairman,  and  I  will  be  happy  to  answer  any  fur- 
ther questions  that  the  committee  might  have. 

Senator  Hansen  [presiding].  Thank  you  very  much,  Mr.  Hughes. 
I  appreciate  your  kindness  and  your  appearance  here  today.  Let  me 
say  that  there  may  be  questions  that  I  would  like  to  ask.  Kegrettably, 
I  had  another  engagement  that  precluded  my  being  able  to  hear  your 
most  interesting  presentation.  If  it  be  agreeable  with  the  other  mem- 
bers of  the  committee,  it  would  be  my  intention,  and  perhaps  this  may 
already  have  been  announced  by  the  chairman,  that  this  hearing  record 
would  remain  open  for  a  while  in  order  that  we  could  submit  written 
questions  to  you,  and  if  I  may  defer  at  this  moment,  let  me  say,  when 
I  have  an  opportunity  to  read  your  full  statement,  I  might  very  well 
like  to  submit  some  written  questions. 

Mr.  Hughes.  Senator  Hansen,  our  organizations  are  well  aware  of 
your  interest  in  the  aging,  and  we  would  be  more  than  happy  to  re- 
spond in  writing  to  any  questions  that  you  may  have. 

Senator  Hansen.  Thank  you  very  much,  Mr.  Hughes.  I  appreciate 
that. 

Let  me  thank  you  both,  then,  again  for  your  appearance  here  today. 

Senator  Hansen.  The  next  witnesses  from  whom  we  will  hear  is  the 
second  panel :  Robert  Greenstein  from  the  Community  Nutrition  Insti- 
tute, and  the  Right  Reverend  Charles  J.  Fahey,  whom  I  understand  is 
presently  president-elect  of  the  American  Association  of  Homes  for 
the  Aged,  and  Jack  Ossofsky,  the  executive  director  of  the  National 
Council  on  Aging. 

Before  hearing  from  this  panel — and  I  failed  to  mention  him,  by  no 
means  the  least  important  of  the  panel  members  is  the  Honorable 
Edwin  F.  Flowers,  the  commissioner  for  the  Department  of  Welfare 
of  West  Virginia. 

As  that  panel  is  coming  forward,  I  would  like  to  submit,  in  the 
interest  of  contributing  to  instructive  discussion  and  analysis  of  the 
Supplementary  Security  Income  program,  two  manuscripts  dealing 
with  administrative  and  other  areas  of  concern  with  SSI,  and  ask  that 
they  be  printed  in  the  record  of  these  hearings. 

The  first  contains  the  observations  of  Mr.  Earl  F.  Crittenden  who  is 
district  manager  of  the  SSI  program  in  my  State  of  Wyoming.  He 
comes  from  Cheyenne. 

And  the  second  is  a  letter  that  I  wrote  recently  to  Commissioner 
Cardwell  pertaining  to  determinations  of  income  in-kind  relating  to 
eligibility  for  SSI  payments. 

Without  objection,  they  shall  be  submitted  and  entered  into  the 
record. 

[The  information  follows :] 

July  10,  1974. 
Hon.  CLrFFOED  P.  Hansen, 
U.S.  Senate, 
Washington,  D.C. 

Dear  Senator  Hansen  :  This  Is  in  reply  to  your  letter  in  which  you  requested 
Information  on  special  areas  of  concern  within  the  Social  Security  program. 

40-786—75 5 
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The  SSI  program  does  seem  to  present  some  anomalies.  A  stated  purpose  of 
federalizing  what  were  three  state  administered  programs  was  to  reduce  the 
amount  of  "welfare  fraud."  Actually  the  legislation  contained  no  specific  pro- 
hibition against  disposition  of  resources  in  any  manner  an  individual  wishes  in 
order  to  qualify  for  SSI  payments.  The  Regulations  and/or  administrative  pro- 
cedures also  contained  no  instructions  to  question  any  sort  of  arrangement  that 
an  SSI  applicant  may  have  made  in  order  to  reduce  his  resources  to  a  level  that 
will  enable  him  to  qualify  for  payment.  People  experienced  in  the  field  of 
public  assistance  tell  me  that  this  is  an  area  in  which  a  significant  amount  of 
fraud  occurred,  or  was  attempted,  during  the  thirty-five  years  of  state 
administration. 

There  are  a  couple  of  areas  of  concern  regarding  SSI  payments  based  on 
disability.  The  law  requires  application  of  the  definition  of  disability  used  for 
Title  II  beneficiaries  to  applicants  for  SSI  disability  payments.  This  definition 
requires  a  considerably  higher  level  of  severity  than  that  which  was  applied  by 
most  states  in  the  Aid  to  the  Permanently  and  Totally  Disabled  program.  This 
definition  also  requires  that  disability  must  be  expected  to  last  one  full  year  or 
the  applicant  is  not  found  to  be  disabled.  This  causes  a  considerable  hardship  on 
individuals  with  a  totally  disabling  illness  or  injury  which  may  be  expected  to 
last  only  six  or  nine  months  if  their  income  has  stopped  because  of  the  disability. 
Their  need  is  frequently  as  great  as  it  would  be  if  the  disability  were  expected 
to  last  a  longer  period  of  time.  Also,  in  the  SSI  disability  program  there  is  no 
minimum  age  requirement  as  there  was  for  APTD.  This  creates  such  problems 
as  the  application  of  a  test  of  disability  that  centers  around  an  ability  to  be  gain- 
fully employed  to  persons  only  a  few  weeks  of  age.  It  has  removed  some  children 
from  the  AFDC  rolls  with  a  resultant  confusion  between  state  and  federal  pay- 
ments to  the  same  household  and  based  on  different  standards.  It  would  seem 
more  consistent  to  expect  all  children  eligible  for  public  assistance  or  other  in- 
come maintenance  payments  to  continue  to  have  eligibility  under  the  AFDC 
program  and  to  make  SSI  disability  payments  to  those  whose  disability  is  the 
reason  for  their  need  for  income  maintenance. 

At  the  present  time  we  are  experiencing  contact  with  people  with  both  SSI 
and  SSA  eligibility  who  also  receive  a  monthly  supplemental  payment  from  the 
State.  Although  the  increases  in  both  programs  were  intended  to  recognize  higher 
costs  of  living,  many  of  these  people  did  not  get  any  net  increase  in  their  pay- 
ments as  the  state  supplemental  payment  was  reduced  by  the  amount  of  the 
increase  in  the  other  payment.  These  are  the  people  who  probably  need  an  in- 
crease more  than  any  others  because  their  eligibility  is  based  on  having  a  very 
low  income. 

Within  the  regular  social  security  program  I  have  an  added  concern.  There 
Is  considerable  growing  pressure  to  eliminate  the  "retirement  test."  I  am  sure 
the  Social  Security  Administration  has  to  accept  the  responsibility  of  a  consider- 
able amount  of  this  pressure  because  it  is  based  on  a  misunderstanding  of  the 
intent  and  philosophy  of  the  program.  Nevertheless  it  does  exist.  It  is  my  personal 
opinion  that  the  retirement  test  could  be  modified  to  operate  more  equitably  if 
based  only  on  a  beneficiary's  income.  This  would  remove  some  of  the  gross  in- 
equities through  which  many  people  receive  substantial  social  security  benefits 
on  attainment  of  age  sixty-two  when  there  is  no  change  in  their  earned  income 
and  when  they  were  no  more  retired  than  they  have  ever  been  during  their  adult 
working  life. 

Earl  F,  Crittenden, 

District  Manager. 

June  21,  1974. 
James  B.  Cardwell, 

Commissioner,  Social  Seciirity  Administration, 
Headquarters  Building,  Baltimore,  Md. 

Dear  Mr.  Caedwell  :  I  am  writing  to  bring  to  your  attention  a  problem  that 
many  homes  for  the  aged  and  their  elderly  residents  have  encountered  in  con- 
nection with  the  recently  implemented  Supplemental  Security  Income  program. 

The  problem,  which  concerns  residents  of  private,  non-profit  retirement  homes, 
seems  to  stem  from  the  Social  Security  Administration's  interpretation  of  Sec- 
tion 1612(a)(2)(A)  of  Public  Law  92-603.  This  Section  defines  income— -both 
earned  and  unearned — which,  as  you  know,  must  be  considered  in  the  computa- 
tion of  an  SSI  recipient's  allowance. 

In  defining  income,  Section  1612(a)(2)(A)  states  that  unearned  income  in- 
cludes support  and  maintenance  furnished  "in  case  or  kivd"  to  an  individual.  In 
computing  the  amount  of  case  assistancp  to  be  granted  to  residents  of  private,. 
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non-profit  retirement  institutions,  SSA  officials  are  counting  charity  or  philan- 
thropy as  "in  kind"  income,  thereby  reducing  the  amount  of  such  individuals' 
SSI  payments.  This  policy  has  resulted  in  many  individuals'  actually  receiving 
less  income  than  before  January  11,  1974,  when  SSI  went  into  effect,  and  it  has 
also  substantially  reduced  the  capacity  of  non-profit  retirement  institutions  to 
care  for  indigent  persons.  Also,  in  so  far  as  SSI  eligibility  determines  Medicaid 
eligibility,  many  elderly  people  are  losing  health  benefits  as  well. 

I  do  not  believe  that  in  enacting  the  Supplemental  Security  Income  program, 
the  Congress  intended  that  an  aged  person's  personal  needs  allowance  should 
be  reduced,  or  that  the  capacity  of  non-profit,  charitable  institutions  to  care  for 
indigent  persons  should  be  diminished.  Unfortunately,  this  has  been  the  effect 
of  the  law  as  currently  administered. 

It  appears  to  me  that  such  a  policy  discourages  private,  philanthropic  and 
charitable  contributions  to  the  aged  and  to  institutions  caring  for  them.  Such 
a  policy  is  unfortunate  when  we  recognize  that  the  principal  reason  for  such 
massive  programs  as  Social  Security  exist  because  of  the  failure  of  individuals 
to  adequately  care  for  their  families  and  the  needy. 

May  I  suggest  that  you  use  every  means  at  your  disposal  to  encourage  such 
private  initiative  and  responsibility.  To  do  otherwise  can  only  result  in  support 
of  the  arguments  of  those  who  would  force  all  of  our  aged  persons  to  become 
wards  of  a  Federal  Welfare,  hand-out,  system,  thus  vastly  increasing  the  present 
scope  of  Social  Security,  and  aggravating  its  present  serious  problems. 
Sincerely, 

Cliffoed  p.  Hansen, 

U.S.  Senator. 

Senator  Hansen.  I'm  very  pleased,  gentlemen,  to  have  you  here.  I'm 
not  certain  who  is  to  be  the  leadoff  witness,  but  perhaps  you  have 
already  agreed  upon  that,  and  I  await  your  testimony. 

Mr,  Greenstein.  We  have  not  agreed,  Senator. 

Senator  Hansen.  Well,  then  if  there's  no  objection,  we  will  just 
take  them  in  order,  beginning  first  with  ]Mr.  Greenstein. 

Mr.  Greenstein.  Thank  you,  Senator.  I  have  a  prepared  statement 
which  I  would  like  to  submit  for  the  record.  It's  moderately  lengthy, 
and  I  will  try  to  summarize  the  high  points  of  it. 

Senator  Hansen.  Thank  you  very  much.  As  you  know,  the  state- 
ment will  be  included  verbatim  in  the  record,^  and  summarize  it  as  you 
wish.  I'm  certain  that  in  the  interest  of  time  that  will  be  helpful. 

STATEMENT  OF  ROBEET  GREENSTEIN,   COMMUNITY  NUTRITION 

INSTITUTE 

Mr.  Greenstein.  Thank  you.  I'm  Robert  Greenstein  from  the  Com- 
munity Nutrition  Institute  of  Washington,  D.C.,  which  is  a  private, 
nonprofit  organization.  It  has  worked  since  1970  to  combat  hunger  and 
malnutrition  in  the  United  States,  with  particular  emphasis  on  ex- 
panding the  food  assistance  programs. 

What  I  would  like  to  address  here  today  is  the  issue  of  whether 
recipients  of  the  Supplemental  Security  Income  program  should  be 
eligible  for  food  stamps,  and  in  what  sort  of  an  arrangement. 

As  the  committee  well  knows,  the  Congress  just  a  few  weeks  ago 
completed  action  on  a  provision  that  extends  present  arrangements 
that  make  SSI  recipients  in  all  but  live  casli-out  States  eligible  for 
food  stamps  for  1  more  year.  However,  this  provision  is  an  interim 
provision.  It  does  expire  on  June  30,  1975,  and  the  question  I  would 
like  to  address  now  is,  looking  toward  the  future,  looking  beyond 
June  oO,  1075,  What  should  be  tlie  kind  of  permanent  arrangement 
that  is  made  in  the  SSI  program  for  dealing  with  food  stamps? 

'  See  p.  7;iO. 
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Well,  the  one  point  I  would  like  to  emphasize  above  all  others  in 
addressing  this  issue  is  that  the  Food  Stamp  program  is  really  faring 
badly,  quite  badly,  in  reaching  poor  aged,  blind,  and  disabled  in  the 
SSI  program. 

Food  Stamp  Program  Not  Reaching  Poor 

About  14  months  ago,  HEW  Under  Secretary  Frank  Carlucci 
addressed  this  issue  before  the  Senate  Nutrition  Committee  and  at  that 
point  Mr.  Carlucci  pointed  out  that  perhaps  only  about  45  percent 
of  the  recipients  of  the  State  aid  programs  for  the  aged,  blind,  and 
disabled  which  were  then  still  in  effect  were  in  the  Food  Stamp  or 
Commodity  Distribution  program,  even  though  they  were  automati- 
cally eligible  for  these  programs  as  public  assistance  recipients. 

Today,  6i/^  months  after  SSI  has  begun,  there  is  no  evidence  that 
this  has  changed.  In  fact,  the  number  of  public  assistance  recipients 
in  the  Food  Stamp  program  is  170,000  lower  than  it  was  a  year  ago 
when  Mr.  Carlucci  spoke,  in  spite  of  the  fact  that  900,000  persons  were 
in  counties  that  switched  from  commodities  to  food  stamps  during 
this  period.  In  addition,  several  hundred  thousand  new  persons  entered 
the  SSI  program,  during  this  period,  and  most  became  eligible  for 
food  stamps  as  public  assistance  recipients.  So  the  first  basic  fact  is 
that  the  majority,  perhaps  a  sizable  majority,  of  SSI  recipients  who 
are  automatically  eligible  for  food  stamps  are  not  in  the  Food  Stamp 
program. 

There  are  several  basic  reasons  why  this  is  true,  and  I  think  none  of 
these  reasons  can  be  altered  without  a  fundamental  overhaul  of  the 
Food  Stamp  program  which  clearly  is  not  about  to  happen  in  the 
next  several  years. 

One  issue  is  the  fact  that,  to  get  into  the  Food  Stamp  program, 
people  have  to  go  to  the  food  stamp  office  and  buy  in.  You  have  to  put 
up  lump  sums  of  cash  once  or  twice  a  month. 

The  second  issue  is  that  many  people,  especially  many  of  the  aged, 
feel  too  proud  to  use  food  stamps.  It's  the  one  public  assistance  pro- 
gram where  you're  singled  out  and  publicly  identified.  People  see  you 
using  food  stamps  in  the  store,  and  you're  publicly  identified  as  a  food 
stam.p  user,  especially  in  small  towns. 

Often  many  people  in  the  town,  sometinies  nearly  everyone  in  the 
town,  knows  who  is  on  food  stamps  and  who  isn't. 

A  third  factor  is  the  application  maze  you  have  to  go  through  to  get 
into  the  Food  Stamp  program.  You  have  to  go  down  to  the  food  stamp 
office,  and  often  that's  a  considerable  distance  in  rural  areas.  Sometimes 
there  is  only  one  food  stamp  certification  point  per  county.  You  go  to 
these  food  stamp  offices  and  once  you  arrive  there,  you  must  complete 
an  application  form  that  is  often  lengthy  and  complex.  In  addition, 
rent  receipts,  utility  receipts,  and  other  documents  are  sometimes 
required.  Yet  another  problem  is  that  often  there  are  very  long  lines. 
Recent  Senate  Nutrition  Committee  publications  document  that  in 
some  areas  of  the  country  people  are  now  starting  to  line  up  at  4  a.m. 
in  the  morning  to  wait  in  line  to  get  their  appointments. 

We  know  here  in  Washington,  there  are  sometimes  waits  of  8  hours. 
In  Montgomery  County,  where  we  wouldn't  think  there  would  be  that 
many  recipients  and  long  lines,  people  often  have  to  wait  for  1  or  2 
days  and  then  come  back  again,  just  to  see  a  food  stamp  certification 
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worker.  And  if  you  don't  have  the  various  documents  you  need,  if 
you're  not  familiar  with  the  program,  sometimes  you  have  to  come 
l^Tolc  Oi  spcoTid  tim© 

Aged,  blind,  and  disabled  people  are  the  one  group  for  whom  the 
waiting  in  the  line,  the  collecting  of  the  documents,  and  the  confusion 
of  a  complex  program  is  the  greatest  hardship.  It's  particularly  a 
problem  in  rural  areas  where  there  isn't  a  good  transportation  system. 

Many  Unaware  of  Eligibility 

A  final  point  is  that  many  SSI  recipients  may  simply  be  unaware 
that  they  are  eligible  for  food  stamps.  These  are  four  fundamental 
reasons  for  low  food  stamp  participation  by  SSI  recipients,  but  there 
is  a  fifth  very  important  point  that  hasn't  been  addressed  too  much. 
I  did  want  to  mention  it,  and  that  is  that  under  SSI,  what  is  known 
as  the  public  assistance  withholding  option  for  food  stamps  no  longer 
exists  for  SSI  recipients. 

This  is  an  option  that  a  number  of  States  offer.  Under  this  option, 
public  assistance  recipients  may  have  their  food  stamp  purchase  price 
deducted  from  their  welfare  check  automatically,  and  the  welfare 
checks  and  food  stamps  are  sent  to  them  in  the  mail.  Recipients  conse- 
quently don't  have  to  put  up  lump  sums  of  cash  to  buy  their  food 
stamps.  They  don't  have  to  travel  to  the  food  stamp  office,  which  could 
be  a  long  way  away,  or  go  to  the  post  office  to  buy  their  food  stamps. 

This  option  always  existed  for  the  recipients  of  the  State  aid  pro- 
grams for  the  aged,  blind,  and  disabled,  but  it  docs  not  exist  under 
SSI.  It  is  possible  that  this  is  one  factor  why  the  percentage  of  SSI 
recipients  who  are  getting  food  stamps  clearly  appears  to  be  lower 
than  the  percentacre  of  recipients  of  the  State  programs  for  the  aged, 
blind,  and  disabled  who  got  food  stamps  1  year  ago,  and  this  is  a  very 
important  point  to  keep  in  mind  for  the  future. 

It's  for  all  of  these  reasons  that  I  really  think  there  is  no  way  that 
Congress  can  devise  an  SSI  food  stamp  kind  of  option  that  is  not 
going  to  leave  out  the  majority  of  SSI  recipients,  if  Congress  is  going 
to  go  take  the  food  stamp  eligibility  route. 

Right  now,  food  prices  are  rising  and  the  SSI  benefit  is  below  the 
poverty  line.  Aired,  blind,  and  disabled  people  need  food  assistnnce. 
It's  mv  strong  feeling  that  tlie  only  way  to  provide  this  food  aid  is 
through  cash  or  through  wliat  is  kiiown  as  a  ''cash-out  approach"  to 
the  food  stamp/SSI  question. 

Now,  I  do  want  to  make  a  point  here  very  quickly,  and  that  is  that 
I  do  not  support  simplv  any  cnsh-out  ontion.  There  are  a  variety  of 
cash-out  options— and  some  of  them  would  be  far  worse  than  our 
present  food  stamp /SSI  arrangement.  However,  I  think  the  best  ap- 
proach to  this  question  is  a  fair,  equitable  cash  out  that  provides  a  cash 
out  to  all  SSI  recipients  in  nil  States. 

I  do  want  to  emphasize  that  the  cash  out  must  be  drawn  very  care- 
fully and  very  properly.  Last  October,  tlie  administration  proposed 
a  cash-out  provision  which  frankly  would  have  been  disastrous.  This 
proposal  which  went  to  the  Ways  and  Means  Committee  last  October 
wou.ld  have  cashed  out  only  recipients  in  States  that  had  moderate  or 
high  State  payments  in  the  past,  and  in  addition,  would  only  have 
cashed  out  those  recipients  who  were  actuallv  in  the  Food  Stamp 
program  in  December  of  1973,  those  aged,  blind,  and  disabled  persons 
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who  were  transferred  to  SSI  who  were  also  getting  food  stamps,  in 
December  of  1973.  So  what  this  administration  proposal  would  actu- 
ally have  done  would  have  been  to  cash  out  about  one-half  of  the  re- 
cipients in  slightly  more  than  half  the  States. 

Now,  clearly  this  kind  of  proposal  is  unacceptable.  It  is  not  really 
a  true  cash  out,  and  the  present  food  stamp/SSI  arrangement  is  much 
Letter  than  any  sort  of  cashout  like  that. 

^\niat  I  am  suggesting  is  a  cash  out  that  covers  all  States.  In  States 
like  Wyoming,  for  instance,  where  there  is  not  a  State  supplement, 
.recipients  are  now  eligible  for  $146  a  month  plus  food  stamps.  Regard- 
less of  what  the  State  payment  level  had  been  before  SSI  took  effect, 
if  there  is  a  cash  out,  people  in  Wyoming  should  be  cashed  out. 

The  casli  out  must  apply  to  every  State,  and  it  must  apply  to  all 
recipients.  Today,  there  are  people  who  were  not  in  the  old  State  pro- 
gram but  who  have  been  in  SSI  for  6  months  and  have  been  getting 
food  stamps.  They  must  be  cashed  out. 

Cash-out  Formula  Needs  Updating 

One  other  aspect  of  the  cash  out  is  that  the  cash-out  formula  should 
be  updated.  The  present  cash-out  formula  comes  from  H.R.  1.  As  we 
know,  H.R.  1  was  enacted  nearly  2  years  ago,  and  the  bill  provides  for 
an  average  cash  out  based  on  January  1072  food  stamp  bonuses. 

Now,  food  prices  have  soared  since  January  1972.  The  average  food 
stamp  bonuses  are  up  somewhat.  If  Congress  enacts  a  change  to  a 
cash  out  for  all  SSI  recipients,  it  should  stipulate  that  the  cash  out  is 
based  on  an  average  food  stamp  bonus  as  of  the  month  of  the  con- 
version from  food  stamps  to  cash,  not  on  the  January  1972  basis. 

That's  very  important.  Otherwise,  benefits  will  be  lost. 

I  would  just  like  to  comment  briefly  on  two  other  proposals  for 
dealing  with  food  stamp/SSI  problems.  The  committee  had  asked  me 
to  briefly  address  these.  One  is  the  administration's  current  proposal 
that  was  submitted,  I  believe,  by  Senator  Curtis  earlier  this  month. 
It  is  a  provision  which  would  make  SSI  recipients  eligible  for  food 
stamps  on  a  nonpublic  assistance  basis  only.  I  believe  this  proposal  is 
unacceptable. 

At  present,  SSI  recipients  are  eligible  for  food  stamps,  as  were  re- 
cipients of  the  old  State  aid  programs  in  the  past,  as  are  AFDC  re- 
cipients, on  what  is  known  as  a  public  assistance  basis.  That  means 
they're  eligible  for  food  stamps  without  regard  to  income  and 
resources. 

If  you  switch  to  a  program  which  makes  them  eligible  on  a  non- 
public assistance  basis,  in  which  you  use  the  USDA  income  and  re- 
source tests  which  in  the  past  have  been  applied  only  to  nonwelfare 
houseliolds,  if  you  now  apply  these  to  SSI  recipients,  what  happens 
is  that  in  a  number  of  States  you  find  that  the  SSI  benefit  plus  the 
State  supplement  is  above  the  food  stamp  income  limit  that  USDxl  has 
established  for  nonwelfare  household.  As  a  result,  if  you  were  to  con- 
vert SSI's  to  this  nonpublic  assistance  basis  for  determining  food 
stamp  eligibility,  you  would  find  that  in  at  least  17  States,  one  or  more 
major  categories  of  SSI  recipients  would  be  over  this  limit  because 
of  the  State  supplement  and  would  therefore  become,  in  many  cases, 
ineligible  for  food  stamps. 
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Some  Fare  Worse  Under  SSI 

As  a  result,  these  people  would  be  worse  off  than  before  SSI  began— 
for  under  the  State  aid  programs  they  got  a  certain  level  of  nicome 
and  they  were  also  eligible  for  food  stamps.  Now  they  would  m  many 
cases  receive  the  same  level  of  income  but  lose  their  food  stamp  eligi- 
bility. They  would  have  the  same  amount  of  dollars  as  back  m  De- 
cember of  1973,  but  they  wouldn't  have  food  stamps. 

This  problem  would  also  affect  a  small  number  of  SSI  recipients  m 
States  that  are  not  among  the  17,  such  as,  for  example,  your  State, 
Senator.  In  many  States,  there  are  some  people  who  m  the  past  got 
"special  needs"  payments.  They  had  especially  great  needs,  they  had 
particularly  high  expenses  for  dealing  with  their  disability,  they 
needed  special  diets,  something  of  this  sort,  and  the  States  had  given 
them  a  sj^ecial  needs  pavment. 

Now  the  SSI  mandatory  supplement  provision  provides  that  febi 
recipients  be  maintained  at  least  at  the  payment  levels  they  were  re- 
ceiving in  the  past  under  the  State  aid  programs,  even  if  the  State 
is  not  otherwise  supplementing  most  of  its  SSI  recipients.     ^ 

What  this  means  is  that  in  many  of  these  States,  the  majority  of 
States,  there  are  some  number  of  recipients  who  are  being  supple- 
mented to  a  level  that  is  somewhat  above  the  nonpublic  assistance  food 
stamp  income  limit  set  by  USDA,  and  under  the  administration's  pro- 
posal tliev,  too,  Avould  lose  food  stamp  eligibility.  They,  too,  would  be 
worse  off"  than  they  were  before  SSI  took  effect,  and  there  are  some  of 
these  people  in  nearly  everv  State. 

I  really  don't  think  this  is  what  the  Congress  intended.  The  manda- 
tory supplement  provision  makes  this  clear.  It  doesn't  intend  for 
people  to  be  worse  off  than  they  were  before.  •     i     <!     j 

One  other  quick  comment  on  one  other  proposal,  and  that  is  the  food 
stamp/SSI  provision  contained  in  H.R.  3153,  a  bill  that  passed  the 
Senate  last  year.  I  think  this  provision  that's  in  H.R.  3153  has  the 
same  problems  as  the  administration's  proposal. 

The  provision  in  H.R.  3153  makes  SSI  recipients  eligible  for  food 
stamps,  but  it  doesn't  specify  whether  this  should  be  on  a  public 
assistance  or  nonpublic  assistance  basis.  Since  this  is  not  specified  m 
H.R.  3153,  this  issue  would  be  left  up  to  the  USDA  to  decide  through 
its  regulations. 

USDA  has  clearly  indicated  that  it  wants  to  go  the  nonpublic  as- 
sistance route,  and  this  is  what  its  regulations  would  probably  do.  As  a 
result,  enactment  of  this  provision  would  really  be  tantamount  to 
enacting  the  administration  proposal.  .   . 

Once  again,  many  recipients  in  17  States,  and  some  recipients  m 
nearly  all  other  States,  would  lose  food  stamp  eligibility,  and  would  be 
worse  off  than  before. 

There's  one  additional  aspect  of  H.R.  3153  that's  very  damaging. 
It  would  eliminato  the  cash-out  option  in  the  five  current  cash-out 
States.  Now  if  the  cash-out  option  were  eliminated  in  these  five  States, 
SSI  payments  would  be  cut  for  every  person  in  these  States  by  $10 _a 
month,  unless  the  States  chose  to  provide  the  $10  a  month  out  of  their 
own  money — which  is  not  likely. 

If  the  USDA  made  these  people  eligible  for  food  stamps  on  a  non- 
public assistance  basis,  they  would  still  be  over  the  food  stamp  income 
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limit,  even  after  they  had  lost  the  $10  per  month.  As  a  result,  under 
this  provision,  people  in  New  York,  California,  Nevada,  :Massachu- 
setts,  and  Wisconsin,  would  lose  $10  a  month  in  cash,  and  in  most 
cases  thev  would  get  food  stamps  in  return. 

Even  if  the  regulations  made  these  people  eligible  for  food  stamps 
on  a  public  assistance  basis,  over  half  of  them  wouldn't  come  into  the 
Food  Stamp  program.  ,    .     oox 

That's  what  the  figures  have  shown.  Over  half  the  people  m  febl 
are  not  in  food  stamps,  so  over  half  of  these  people  would  probably 
lose  their  $10  a  month  and  not  get  anything  in  return. 

There  are  nearly  1  million  SSI  recipients  in  the  five  cash-out  States. 
I  think  Congress  can  imagine  the  outcry  if  on  July  1,  1975,  1  million 
aged,  blind,  and  disabled  recipients  have  their  welfare  checks  cut  by 
$10,  and  to  recoup  that  benefit  must  go  to  already  overworked  food 
stamp  offices  and  apply  for  food  stamps,  where  m_any  might  find  them- 
selves declared  ineligible  for  food  stamps.  Finally,  we  should  remem- 
ber that  applying  for  food  stamps  is  cumbersome,  that  we're  making 
these  people  go  through  two  procedural  mazes  instead  of  one.  I  think 
the  answer  is  a  cash  out  that  covers  all  recipients  in  all  States  and  uses 
the  cash-out  figure  based  on  current  food  stamp  bonuses,  not  those  from 
January  1972. 

Thank  j^ou. 

Senator  Hansen.  Thank  you  very  much,  Mr.  Greenstein.  I  did  have 
some  questions.  But  you  anticipated  each  of  them,  so  I  shall  not  ask 
any  at  ithis  time. 

i  observed  that  there  is  a  live  quorum  in  progress,  and  I  think  it's 
reasonable  to  anticipate  that  there  will  be  a  rollcall  vote  coming  u]^. 
If  we  have  a  rollcall,  of  course  I'll  have  to  leave  here,  in  wliich  case  I 
don't  Icnow  how  Ave  might  want  to  proceed. 

Possibly,  in  order  that  we  might  continue  hearing  from  those  wit- 
nesses who  have  com.e  here,  perhaps  someone  on  the  staff  could  carry 
right  on. 

[The  prepared  statement  of  Mr.  Greenstein  follows:] 

Prepared  Statement  of  Robert  Greenstein 

I  am  Robert  Greenstein,  from  the  Community  Nutrition  Institute  in  Wash- 
ington, D.C.  The  Community  Nutrition  Institute  is  a  private,  non-profit  organiza- 
tion that  has  worked  since  1970  to  combat  hunger  and  malnutrition  in  this  coun- 
try through  improved  and  expanded  food  assistance  programs.  In  recent  months, 
we  have  been  especially  involved  in  efforts  to  inform  recipients  of  the  Supple- 
mental Security  Income  program  of  their  eligibility  for  food  stamps. 

I  am  here  today  to  discuss  what  action  Congress  should  take  regarding  the 
eligibility  of  SSI  recipients  for  food  stamps  after  June  30. 1975.  (As  you  all  know, 
the  Congress  last  month  passed  a  measure  that  extends  the  food  stamp  eligibility 
of  SSI  recipients  in  all  but  five  "cash-out"  states  until  June  30,  1975). 

In  considering  possible  solutions  to  the  SSI/food  stamp  question,  one  basic  fact 
must  first  be  considered :  The  food  stamp  program  is  failing  badly  to  reach  aged, 
blind,  and  disabled  SSI  recipients  who  are  eligible  for  and  need  federal  food  aid. 

On  May  80,  1973,  HEW  Undersecretary  Frank  Carlucci  told  the  Senate  Select 
Committee  on  Nutrition  and  Human  Needs  : 

"The  participation  rate  for  current  recipients  of  the  adult  assistance  program 
is  low.  Of  the  recipients  in  the  three  categories — aged,  blind,  and  disabled — 18 
percent  receive  commodities  and  28  percent  participate  in  the  Food  Stamp  Pro- 
gram, although  all  are  automatically  eligible  as  public  assistance  recipients." 

Today,  6%  months  after  the  beginning  of  the  SSI  Program,  this  situation  has 
not  changed.  The  U.S.  Department  of  Agriculture  reports  that  the  number  of 
public  assistance  recipients  receiving  food  stamps  in  May,  1974  was  170,000  less 
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than  it  had  been  in  May,  1973  when  Mr.  Carlucci  spoke,  even  though  900,000 
persons  switched  from  the  commodity  program  to  the  food  stamp  progi-am  during 
this  period,  and  several  hundred  thousand  new  persons  entered  the  SSI  program/ 
There  are  several  basic  reasons  why  so  few  of  the  aged,  blind,  and  disabled 
use  food  stamps,  and  nearly  all  of  these  reasons  can  be  altered  only  be  a  radical 
overhaul  of  the  food  stamp  program — which  is  not  about  to  happen.  These 
reasons  are : 

1.  Aged,  blind  and  disabled  SSI  recipients  must  put  up  moderately  sizeable 
amounts  of  their  income  in  lump  sums  each  month  to  buy  food  stamps. 

2.  Many  aged,  blind,  and  disabled  persons  are  too  proud  to  use  food  stamps. 
Many  dislike  being  publicly  labeled  as  welfare  recipients  when  they  use  food 
stamps  at  grocery  stores.  This  is  especially  true  in  small  towns,  where,  often  it 
is  common  knowledge  who  is  on  food  stamps. 

3.  To  become  certified  to  receive  food  stamps  in  most  areas,  SSI  recipients 
must  go  through  a  lengthy  and  tiresome  procedural  maze.  They  must  go  to  local 
food  stamp  ofiices  and  wait  in  line  for  up  to  8  hours.  A  recent  publication  by  the 
Senate  Nutrition  Committee  entitled  "Food  Program  Technical  Amendments" 
documents  that  persons  in  some  cities  begin  lining  up  in  front  of  food  stamp 
offices  at  5  a.m.,  and  that  sometimes  persons  arriving  at  7  a.m.  find  they  are  too 
late  and  must  come  back  again  the  next  morning.  For  the  aged,  blind  and 
di.sabled,  these  long  waits  can  pose  a  serious  hardship. 

When  a  food  stamp  applicant  finally  gets  to  see  a  certification  worker,  the 
journey  through  the  maze  continues.  Applicants  must  have  proof  of  income, 
rent  and  utility  receipts,  proof  of  medical  expenses,  etc.  For  persons  who  are 
not  familiar  with  the  intricacies  of  the  food  stamp  program,  this  may  appear 
difiicult  and  confusing.  Many  applicants  find  they  must  return  home,  collect 
various  documents,  and  come  back  to  the  food  stamp  office  on  another  day,  at 
which  time  they  may  have  to  wait  in  line  again.  Some  applicants  drop  out  on 
the  way. 

Nor  is  a  journey  through  this  maze  a  "one-time  only"  experience.  Most  re- 
cipients are  certified  for  food  stamps  for  only  three  month  periods.  Each  three 
months  they  must  return  again  to  food  stamp  offices,  again  produce  documents 
and  receipts,  and  go  through  the  same  inconvenient,  tiring,  and  to  some,  humili- 
ating procedure. 

In  addition,  there  is  an  additional  burden  placed  on  SSI  recipients  in  many 
rural  areas.  In  a  great  number  of  rural  counties,  there  is  only  one  certification 
point  per  county  and  virtually  no  rural  transportation  system. 

4.  Many  SSI  recipients  are  not  aware  of  their  eligibility  for  food  stamps.  As 
far  as  we  know.  Social  Security  district  offices  are  presently  doing  little  to  inform 
SSI  recipients  that  they  are  eligible  for  food  stamps  or  to  refer  recipients  to 
local  food  stamp  offices.  I  will  return  to  this  matter  in  a  few  minutes. 

In  addition  to  these  four  reasons,  let  me  add  a  fifth  very  important  point :  it 
is  now  considerably  harder  for  some  persons  who  are  SSI  recipients  to  enroll 
and  remain  in  the  food  stamp  program  than  it  was  when  these  same  people  were 
enrolled  in  .state  aid  programs  before  SSI  began.  This  is  because  what  is  known 
as  the  "public  assistance  withholding"  method  of  distributing  food  stamps  is  no 
longer  available  to  SSI  recipients.  In  the  past,  a  number  of  states  allowed  aged, 
blind,  and  disabled  persons  the  option  of  having  their  food  stamp  purchase  prices 
withheld  from  their  welfare  checks,  with  their  food  stamps  then  being  sent  to 
them  in  the  mail.  Under  SSI,  however,  this  practice  has  ended.  SSI  recipients 
must  now  travel  to  food  stamp  issuance  points  to  buy  their  stamps.  In  some 
banks  and  post  offices  selling  food  stamps,  recipients  must  stand  in  special 
"food  stamp  lines."  In  addition,  recipients  must  now  be  able  to  put  their  hands 
on  the  substantial  lump  sums  of  cash  necessary  to  purchase  the  stamps.  For 
many  aged,  blind,  and  disabled  who  do  not  get  around  easily  and  are  not  com- 
fortable carrying  large  sums  of  cash,  the  loss  of  the  "public  assistance  withhold- 
ing" option  may  represent  a  substantial  burden,  and  may  operate  as  a  strong 
disincentive  to  join  or  to  remain  in  the  food  stamp  program. 

THE  CASH-OUT  ALTERNATIVE 

I  have  recited  these  facts  to  emphasize  that  although  SSI  recipients  are 
eligible  for  food  assistance  and  need  this  assistance  to  enable  them  to  purcha.se 
nutritionally  adequate  diets,  food  stamps  are  not  the  way  to  provide  this 

1  These  factors  should  have  more  than  b.alanced  out  the  several  hundred  thousand  SSI 
recipients  who  were  cashed-out  of  the  food  stamp  program. 
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assistance.  The  only  way  to  provide  this  assistance  is  through  cash.  If  we  con- 
tinue to  use  food  stamps  rather  than  cash  for  this  population  group,  we  will 
continue  to  fail  to  reach  the  majority  of  this  group  with  any  food  benefit  at  all. 
I  thus  strongly  favor  replacing  food  stamp  eligibility  for  SSI  recipients  with 
a  cash-out  that  will  reach  all  SSI  recipients.  Such  a  cash-out  would  have  three 
distinct  advantages : 

1.  It  would  no  longer  leave  out  the  majority  of  recipients  presently  re- 
ceiving no  food  benefit. 

2.  It  would  entail  that  recipients  undergo  certification  and  recertification 
for  only  one  program  instead  of  two. 

3.  The  administrative  overhead  would  be  lower. 

Let  me  hasten  to  add,  however,  that  I  definitely  do  not  favor  any  cash-out 
proposal.  Some  cash-out  proposals  that  have  been  offered  would  be  disastrous, 
and  far  worse  than  our  present  SSI/food  stamp  arrangement.  Continued  food 
stamp  eligibility  is  a  superior  option  unless  the  cash-out  provisions  are  drawn 
properly  and  carefully  so  that  all  SSI  recipients  realize  true  benefits. 

Let  me  give  an  example  why  such  great  caution  must  be  taken  in  handling 
various  cash-out  plans.  Last  October,  the  Nixon  Administration  offered  a  cash- 
out  amendment  that  would  have  ended  food  stamp  eligibility  for  all  SSI's,  but 
would  have  provided  cash  only  to  those  SSI  recipients  who  (1)  resided  in  states 
that  had  a  medium  or  high  level  state  welfare  payment  before  SSI  began,  and 
(2)  had  actually  received  food  stamps  in  December,  1973.  In  other  words,  this 
amendment  would  have  cashed  out  less  than  half  of  the  recipients  in  only  slightly 
more  than  half  of  the  states.  And  since  those  recipients  who  were  cashed  out 
would  die  or  become  otherwise  ineligible  over  time,  while  no  new  SSI  recipients 
would  be  eligible  for  the  cash-out,  after  a  number  of  years  virtually  no  SSI 
recipients  would  have  either  cash  or  stamps. 

Cash-out  proposals  such  as  this  must  surely  be  rejected.  No  cash-out  plan  can 
be  considered  acceptable  if  it  does  not  cover  all  SSI  recipients  who  are  eligible 
for  food  stamps,  and  if  it  does  not  include  new  and  future  SSI  recipients  as  well 
as  "transferred"  recipients.  Moreover,  recipients  in  states  without  state  supple- 
ments— who  are  now  receiving  $146  a  month  and  are  also  eligible  for  food 
stamps — should  be  cashed  out  just  as  recipients  in  states  with  state  supple- 
ments should  be. 

In  addition,  the  formula  for  determining  the  dollar  amount  of  the  cash-out 
benefit  should  be  revised  because  the  present  formula  is  sadly  out  of  date.  The 
present  formula  is  based  on  an  average  food  stamp  bonus  back  in  January,  1972, 
before  the  recent  food  price  surge.  This  formula  provides  a  cash-out  of  $10  a 
month  to  individuals  and  $20  a  month  to  couples.  Today,  SSI  recipients  qualify 
for  food  stamp  bonuses  of  $10  to  $16  or  more  for  individuals  depending  upon 
the  level  of  their  state  supplement,  if  any,  and  the  number  and  size  of  deductions 
to  which  they  may  be  entitled.  For  couples,  the  bonus  range  is  $20  to  $26  or  more. 
Therefore,  the  value  of  the  cash-out  should  be  refigured,  and  should  be  based 
on  average  food  stamp  bonuses  at  the  time  of  the  conversion  from  food  stamps 
to  cash  rather  than  on  January,  1972  data. 

An  alternative  method  for  updating  the  amount  of  the  cash-out  payment  would 
be  to  allow  cash-out  levels  to  vary  from  state  to  state,  according  to  the  size  of  the 
average  food  stamp  bonus  in  each  state.  In  states  like  Mississippi,  Louisiana,  and 
Arkansas,  for  example,  individual  SSI  recipients  currently  qualify  for  at  least  a 
$16  food  stamp  bonus  and  their  cash-out  could  be  at  least  $16. 

One  further  aspect  of  the  cash-out — if  a  cash-out  is  implemented,  the  cash-out 
benefit  should  not  be  permitted  to  remain  stagnant  over  time  if  food  and  other 
costs  continue  to  rise  sharply.  This  issue  could  be  resolved  simply  and  equitably 
by  requiring  that  the  entire  SSI  cash  payment  (including  state  supplements)  be 
regularly  adjusted  to  keep  pace  with  inflation. 

COMMENTS    ON    OTHEB    SSI/FOOD    STAMP    PROPOSALS 

I  would  now  like  to  turn  my  attention  to  two  other  proposals  for  dealing  with 
the  food  stamp/SSI  question — the  proposal  submitted  by  the  Administration  and 
the  proposal  contained  in  the  Senate  version  of  H.R,  3153,  which  was  approved 
by  the  Senate  last  year. 

The  Administration's  current  proposal — to  make  SSI  recipients  eligible  for 
food  stamps  on  a  non-public  assistance  basis — must  be  rejected.  It  is  perhaps  as 
faulty  as  the  very  limited  cash-out  proposed  by  the  Administration  last  October. 
The  proposal  is  unacceptable  because : 

1.  The  proposal  fails  to  help  the  majority  of  SSI  recipients  who,  although 
eligible  for  food  stamps,  are  not  in  the  food  stamp  program. 
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2.  Non-public  assistance  application  forms  for  food  stamps  are  generally  far 
longer  and  more  complicated  (up  to  8  pages)  than  public  assistance  application 
forms. 

3.  Most  important:  The  proposal  would  terminate  food  stamp  eligibility — while 
giving  no  cash  in  return — for  at  least  several  hundred  thousand  SSI  recipients 
who  currently  receive  food  stamps.  These  recipients  are  people  whose  combined 
federal  and  state  SSI  payments  place  them  above  the  food  stamp  income  limits 
which  have  been  set  by  US  DA  and  have  been  applied  up  until  now  only  to  non- 
public assistance  households  (these  limits  are  now  $194  a  month  for  individuals, 
$273  a  month  for  couples).  At  present,  SSI  recipients  in  all  non-cash-out  states 
are  eligible  for  food  stamps — ^as  are  AFDC  recipients — without  regard  to  their 
level  of  income  and  resources. 

At  present,  there  are  at  least  17  states  where  SSI  payments  to  one  or  more 
major  categories  of  recipients  amount  to  more  than  the  food  stamp  income  limits 
for  non-public  assistance  households.  These  include  a  number  of  the  most  popu- 
lous states  in  the  country.  If  the  Administration's  proposal  passes,  many  people 
in  these  states  will  be  worse  off  than  before  SSI  took  effect  last  January.  They 
will  be  getting  the  same  amount  of  cash  as  before,  but  will  have  lost  food  stamp 
eligibility. 

In  addition,  in  many  of  the  remaining  states,  there  are  small  to  moderate  num- 
bers of  additional  SSI  recipients  who  would  lose  food  stamp  eligibility,  and 
be  worse  off  than  before  SSI  took  effect,  if  the  Administration  proposal  is 
adopted.  These  are  people  who  in  the  past  received  "special  needs"  payments  from 
their  states,  in  addition  to  the  basic  state  welfare  benefit.  The  special  needs 
payments  were  made  because  of  high  rent  costs,  the  need  for  special  equipment 
because  of  physical  disabilities,  or  other  needs  of  aged,  blind  and  disabled  persons 
that  could  not  be  met  by  the  state's  basic  welfare  payment.  Today,  these  special 
needs  payments  are  in  effect  being  continued  in  the  form  of  mandatory  state 
supplements.  And  these  supplements  place  the  income  of  some  of  these  former 
"special  needs"  recipients  in  many  states  above  the  USDA  food  stamp  income 
limits.  Consequently,  some  of  these  people,  too,  may  lose  food  stamp  eligibility 
and  be  worse  off  than  before  under  the  Administration  proposal. 

I  do  not  believe  that  that  is  what  the  Congress  intends— to  lower  the  benefits 
of  large  numbers  of  aged,  blind  and  disabled  persons  because  of  the  introduction 
of  the  SSI  program.  When  one  remembers  that  many  of  the  elderly  need  special 
diets  that  cost  more  than  a  conventional  diet,  and  that  food  prices  are  con- 
tinuing to  rise,  I  think  it  becomes  clear  that  this  is  not  the  time  to  take  food 
stamp  benefits  away  from  several  hundred  thousand  elderly  poor  and  give  them 
no  cash  in  return. 

H.R.    3153 

The  SSI/food  stamp  provision  in  H.R.  3153  is  subject  to  much  of  the  same 
criticism  as  the  Administration's  proposal.  H.R.  3153  would  make  SSI  recipients 
eligible  for  SSI,  but  fails  to  specify  whether  they  should  be  eligible  on  a  public 
assistance  or  non-public  assistance  basis.  This  crucial  determination  would, 
therefore,  be  left  up  to  USDA.  Since  USDA's  preference  on  this  issue  has  now 
been  made  clear,  it  is  likely  that  USDA  would  write  regulations  to  enforce  H.R. 
3153  that  would  make  SSI  recipients  eligible  for  food  stamps  only  on  a  non- 
public assistance  basis.  Hence,  enacting  the  food  stamp  provision  of  H.R.  3153 
could  well  be  tantamount  to  enacting  the  Administration's  proposal. 

In  addition,  H.R.  3153  would  end  the  cash-out  option  in  the  five  cash-out  states 
after  Juno  30,  1975.  In  these  states,  recipients  would  lose  $10  a  month  in  cash 
(unless  the  States  chose  to  provide  the  .$10  a  month  out  of  their  own  money).  But 
in  most  cases,  the  recipients  would  not  get  food  stamp  eligibility  instead  because 
they  would  be  above  USDA's  food  stamp  income  limits  for  non-public  assistance 
households.  They  would  lose  $10  a  month  and  get  nothing  in  return,  and  be  worse 
off  than  before  SSI  started. 

Even  if  USDA  interpreted  H.R.  3153  to  allow  SSI  recipients  to  continue  to  be 
eligible  for  food  stamps  on  a  public  assistance  basis,  over  half  of  the  recipients 
in  these  five  states  would  still  get  nothing  in  return  for  their  lost  $10  because 
they  would  not  enroll  and  stay  in  the  food  stamp  program. 

H.R.  31."3  could  thus  bo  nothing  short  of  disastrous  for  the  nearly  one  million 
SSI  recipients  in  New  York,  California,  Massachusetts,  "Wisconsin,  and  Nevada. 
Members  of  this  committee  can  imagine  the  volume  of  protest  that  will  result  if 
on  July  1  next  year,  nearly  one  million  people  have  their  SSI  checks  cut  back 
by  $10. 

(I  might  add  that  H.R.  15124  signed  into  law  last  week,  gives  about  90,000 
recipients  in  New  York  and  California  their  full  $10  monthly  cash-out  for  the 
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first  time.  It  is  hardly  the  time  to  turn  around  and  take  their  $10  away  less  than 
one  year  later,  and  to  tell  these  people  to  join  the  long  lines  at  overburdened  food 
stamp  offices  if  they  wish  to  continue  receiving  a  benefit). 

THE  PRESENT  SSI/FOOD  STAMP  ABKANGEMENT 

As  a  final  note  on  this  topic,  let  me  say  that  if  a  complete  cash-out.  covering 
all  SSI  recipients,  is  not  enacted,  I  would  favor  an  indefinite  continuation  of  the 
SSI/food  stamp  arrangement  that  has  been  in  effect  since  January  I.2  SSI  re- 
cipients in  all  states  now  have  either  food  stamp  eligibility  or  a  cash-out.  This 
is  far  preferable  to  either  H.R.  3153  or  the  Administration's  bill.  Nevertheless, 
a  true  cash-out,  covering  all  recipients  and  ail  states,  is  by  far  the  best,  fairest, 
most  equitable  solution. 

NOTIFICATION  OF  FOOD  STAMP  ELIGIBILITY 

There  is  one  other  matter  I  would  like  to  discuss.  This  is  the  question  of 
notifying  SSI  recipients  in  all  but  the  five  cash-out  states  that  they  are  and  will 
be  eligible  for  food  stamps  at  least  until  June  30. 

In  past  years,  state  and  local  welfare  offices  generally  told  recipients  of  state 
aid  programs  for  the  aged,  blind  and  disabled  of  their  food  stamp  eligibility. 
Since  January  1,  however,  it  appears  that  the  Social  Security  Administration 
has  done  little  to  refer  SSI  recipients  to  food  stamp  offices.  In  addition,  USDA 
had  not  developed  any  food  stamp  outreach  materials  aimed  at  SSI  recipients, 
and  state  and  county  welfare  departments  have  done  very  little  outreach  on 
this  matter.3  Yet  new  SSI  recipients,  who  were  not  enrolled  in  the  old  state  wel- 
fare programs  and  may  not  have  heard  about  food  stamps  in  the  past,  need  to  be 
informed  that  they  are  now  eligible  for  food  stamps. 

For  this  reason,  we  at  the  Community  Nutrition  Institute  this  winter  designed 
a  flyer  for  recipients  and  an  instruction  sheet  for  outreach  workers — at  our  own 
expense  and  as  a  public  service — to  inform  SSI  recipients  of  their  eligibility  for 
food  stamps.  The  fiver  and  instruction  sheet  were  approved  by  USDA,  and  were 
prepared  for  use  in'the  SSI  Alert,  so  that  "Alert"  volunteers  could  distribute  the 
flyers  across  the  country  along  with  other  material  on  SSI. 

VjSicials  of  the  Administration  on  Aging  (AoA)  initially  indicated  interest  in 
printing  enough  flers  so  that  1.000  could  be  sent  to  each  SSI  Alert,  and  so  that 
the  fivers  could  also  be  sent  to  Title  VII  elderly  funding  programs.  I  am  sorry  to 
report,  however,  that  AoA  did  not  follow  through  adequately  on  this  issue,  ap- 
parently for  budgetary  reasons.  Only  63,000  flyers  were  printed — 100  for  each 
SSI  Alert  and  only  2  for  each  elderly  nutrition  program.  As  a  result,  many 
persons  contacted  in  recent  months  by  the  SSI  Alert,  and  nearly  all  Title  YII 
particioants.  have  probably  never  received  the  flyer.  I  hope  this  matter  can  be 
reopened.  I  believe  that  the  cost  of  printing  the  flyers  is  less  than  $1,000  for  each 
100.000  printed. 

The  issue  has  become  particularly  important  in  the  past  few  weeks  because  the 
Social  Security  Administration  has,  at  long  last,  agreed  to  distribute  flyers  on 
food  stamps  through  its  Social  Security  district  offices,  if  another  agency  will  do 
the  printing  (SSA  says  it  is  legally  prohibited  from  paving  for  the  printing, 
itself).  The  SSA  district  offices  are  clearly  the  single  most  important  mechanism 
for  letting  SSI  recipients  know  about  food  stamps.  Recipients  and  new  applicants 
come  in  contact  with  these  offices  to  a  considerable  degree.  So  we  must  find  a 
way  to  get  ample  quantities  of  informative  food  stamp  materials  to  the  SSA 
district  offices  as  soon  as  possible. 

To  date,  no  government  agency  has  expressed  any  eagerness  to  print  these 
materials.  One  USDA  official  told  me  earlier  this  month  that  USDA  has  not 
considered  any  action  in  this  area.  The  official  said  that  the  most  USDA  would 
probably  consider  would  be  to  supply  SSA  with  some  of  its  basic  food  stamp 


2  One  moflification  that  could  Improve  the  present  arrangement  would  be  a  provision 
allo\%-in£r  anv  statp  now  with  fond  stamp  plicihility  to  deeide  to  switch  to  ihc  oash-ont  at 
any  time.  In  addition,  it  would  be  desirable  to  update  the  cashout  formula  so  that  It 
reflpfts  current  averasre  food  stamp  bonusps.  not  those  in  use  in  .January  1072. 

'  Statp  and  co'intv  welfare  departments  havp  done  little  food  stamp  outreach  of  any  sort. 
In  .Tanuarv.  1971.  Coufress  pnacted  a  provi>;ion  rpquirincr  statps  to  undertake  effective  food 
stamn  outreach,  and  directinir  T'SDA  to  reimburse  stn^ps  for  62..5  percent  of  state  and 
county  outreach  costs.  Tn  all  of  fiscal  107.'?.  however.  T'SD.Vs  share  of  state  and  local  out- 
reach" costs  for  thp  entire  countrv  came  to  only  .S<50,noo.  Over  ."^O  states  failed  to  spend  a 
penny  of  federal  fund«  for  outreach,  a  factor  in  part  dne  to  FSDA  resrulations  that  dis- 
courage major  outreach  activity.  This  situation  remained  largely  unchanged  through  FT 
1974. 
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Information  sheets.  However,  these  sheets  are  complex  and  full  of  information 
not  applicable  to  most  SSI  recipients,  and  more  important,  they  are  not  gearea. 
to  the  specific  situation  of  SSI  recipients  in  relation  to  food  stamps. 

Even  if  USD  A  supplied  these  materials  in  sufficient  quantity,  which  seemsf 
unlikely,  they  would  probably  not  be  terribly  useful.  Moreover,  it  would  probably 
take  several  months  for  USDA  to  take  even  this  limited  action. 

I  would  therefore  like  to  ask  this  Committee,  which  has  shown  itself  a  leading 
advocate  for  the  aged,  to  do  what  it  can  to  see  that  some  agency  prints  an  effec- 
tive flyer  immediately  and  in  sufficient  quantity  for  SSA  to  use.  We  at  the 
Community  Nutrition  Institute  will  be  pleased  to  help  in  this  matter  in  any  way 
we  can.  We  believe  that  if  effective  materials  are  sent  to  the  SSA  district  offices,, 
and  if  these  offices  give  the  materials  to  SSI  recipients  and  begin  systematically 
to  refer  recipients  to  food  stamp  offices,  thousands  of  SSI  recipients  will  actually 
enroll  in  the  food  stamp  program  for  the  first  time. 

PROPER  NOTIFICATION  OF  CHANGES  IN  THE  SSI  PROGRAM 

One  final  note :  one  matter  that  has  been  disturbing  about  the  SSI  program, 
and  about  the  SSI/food  stamp  issue,  has  been  the  failure  on  several  occasions 
to  give  recipients  adequate,  advance  explanations  of  impending  changes.  Last 
month,  for  example,  a  number  of  states  notified  SSI  recipients  that  their  food 
stamp  benefits  would  expire  on  June  30.  It  is  true  that  after  Congress  passed 
H.R.  15124,  recipients  in  these  states  were  sent  their  July  "authorization-to- 
purchase"  cards  for  food  stamps.  However,  these  people  were,  in  general,  not 
sent  any  explanation  that  their  eligibility  for  food  stamps  had  l)een  continued 
for  at  least  one  more  year.  I  am  sure  there  are  confused  SSI  recipients  in  a 
number  of  these  states.  Some  small  number  may  even  fail  to  use  their  July 
ATP  card,  or  fail  to  come  to  food  stamp  offices  for  recertification  when  their 
current  certification  period  ends,  out  of  the  belief  that  their  eligibility  for  the 
program  has  indeed  ended. 

In  the  future,  we  must  find  better  ways,  in  all  aspects  of  the  SSI  program,  to 
inform  people  of  what  is  happening  or  about  to  happen  to  them  because  of 
changes  in  government  policy.  The  several  million  aged,  blind,  and  disabled  per- 
sons in  this  program  deserve  at  least  this  much. 

Senator  Hansen".  May  we  next  hear  from  the  Eight  Eeverend 
Charles  J.  Fahey. 

STATEMENT  OF  MSGll.  CHAELES  J.  FAHEY,  PRESIDENT-ELECT, 
AMERICAN  ASSOCIATION  OF  HOMES  FOR  THE  AGING 

Mr.  Fahey.  Yes.  I  am  Eev.  Msgr.  Charles  Fahey,  and  I  will  para- 
phrase the  statement*  that  I  have,  but  I  do  hope  the  brevity  of  my 
remarks  will  in  no  way  be  construed  to  minimize  the  importance  of 
the  particular  technical  area  that  I  bring  to  your  attention. 

It  is  an  area  that  has  already  been  brought  to  3'our  attention  by  a 
number  of  witnesses  and  we  are  grateful  to  see  that  others  other  than 
we  who  are  involved  in  the  institutional  field  have  noted  this. 

I  refer  to  section  1612  (a)  (2)  (A) .  This  section  stipulates  that  in-cash 
or  in-kind  elements  that  are  available  to  the  persons  will  be  taken  into 
account  for  the  eligibility  of  the  SSI  recipient. 

The  net  effect  of  the  way  this  is  being  interpreted  is  to  develop  the 
inequitable  situation  whereby  the  charitable  contribution  represented 
in  the  various  homes  for  the  aged  throughout  the  United  States,  is 
actually  rendering  many  aged  jjersons  ineligible  for  SSI  benefits,  and 
of  course,  also  for  the  INIedicaid  tag-along  that  goes  with  this  in  so 
many  States.  The  present  interpretation  of  the  Social  Security  Ad- 
ministration is  creating  an  injustice  in  regard  to  income  and  actually 
denying  potential  recipients  the  freedom  to  choose  a  philanthropic 
home.  It  creates  a  disincentive  for  the  private  philanthropist  to  actually 

*See  prepared  statement,  p.  742. 
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be  involved  in  the  donation  of  cash  to  support  these  facilities,  a  dis- 
incentive to  the  development  of  these  facilities,  and  an  incentive  to 
the  development  of  proprietary  facilities  throughout  the  United 
States. 

Present  Law  Unclear 

Inasmuch  as  the  law  is  somewhat  ambiguous  in  this  area,  and  it  is 
our  understanding  that  a  more  liberal  intei'pretation  of  the  law  could 
be  developed  through  regulation,  one  more  in  tune  with  the  intent  of 
the  Congress,  we  hope  that  the  kind  of  advocacy  that  the  Committee 
on  Aging  has  already  undertaken  will  be  continued  with  the  Social 
Security  Administration,  toward  administrative  relief  in  this  regard. 
Hopefully,  it  will  be  retroactive  to  January  1  of  this  year. 

Our  statemsnt  is  much  more  lengthy  and  gives  a  number  of  par- 
ticularly gruesome  results  that  we  feel  are  unintended.  You're  all  nice 
people  in  the  Congress,  and  we  know  that  you  wouldn't  want  to  effect 
this  injustice  on  our  elderly  people,  and  we'll  leave  it  with  that. 

Senator  Hansen.  Thank  you  very  much  for  an  excellent  statement. 
Father  Fahey.  As  was  earlier  announced,  your  full  statement  will  be 
included  in  the  record,  and  we  may  very  well  have  some  questions  to 
submit  in  writing. 

Thank  you  immensely. 

j[The  prepared  statement  of  Father  Fahey  follows :] 

Prepared  Statement  of  Msgr,  Charles  J.  Fahey 

Mr.  Chairman  and  Members  of  the  Committee,  my  name  is  the  Reverend 
Monsignor  Charles  Fahey.  I  am  director  of  Catholic  Charities  of  the  Diocese  of 
Syracuse,  New  York  and  president-elect  of  the  American  Association  of  Homes 
for  the  Aging.  In  behalf  of  the  American  Association  of  Homes  for  the  Aging,  I 
am  pleased  to  have  the  opportunity  to  appear  before  you  today  as  a  member  of 
this  panel  to  discuss  the  Supplemental  Security  Income  program. 

As  the  vpitness  for  the  national  association  representing  non-profit  homes  for 
the  aging,  I  wish  to  focus  my  remarks  concerning  the  SSI  program  on  a  problem 
that  many  of  our  member  institutions  and  their  elderly  residents  have  experi- 
enced since  the  programs'  inception — a  problem  affecting  particularly  those 
elderly  residing  in  non-profit,  private  retirement  homes. 

The'  problem  in  question  stems  directly  from  the  Social  Security  Administra- 
tion's interpretation  of  Section  1612(a)  (2)  (A)  of  Public  Law  92-603.  This  Sec- 
tion defines  income — both  earned  and  unearned — which  must  be  considered  in 
computing  an  SSI  recipient's  benefit 

In  defining  income.  Section  1612(a)(2)(A)  states  that  unearned  income  in- 
cludes support  and  luainteiiaiice  furnished  "in  cash  or  kind"  to  an  individual.  In 
computing  the  amount  of  casli  assistance  to  be  granted  to  those  residing  in  pri- 
vate, non-profit  retirement  institutions,  SSA  oflicials  are  counting  charity  and 
philanthropy  as  "in  kind"  income,  the  result  being  a  reduction  in  sndi  individ- 
uals' SSI  payments.  Simply  stated,  the  difference  between  the  cost  Y>er  month  per 
resident  for  room,  board,  and  services  and  tlie  amount  tlie  resident  actually  pays 
is  to  be  considered  as  outside,  unearned  income  for  tlie  purposes  of  computing 
SSI  benefits. 

Mr.  Chairman,  tliere  can  be  no  question  tliat  a  recipient's  income  received 
directly  or  regularly  from  relatives,  retirement,  pensions,  and  so  forth  should  Ite 
considered  when  detenuining  the  amount  of  cash  assistance  an  individual  should 
receive. 

However,  to  consider  indirect  funds  contributed  as  charity  or  i)liilanthropy  to 
the  facility  as  a  whole  and  which  help  to  improve  housing,  food,  and  medical 
sei-viees  to  indigent  older  i^ersons  seems  unreasonable.  In  fact,  this  policy  has 
resulted  in  many  individuals  actually  receiving  less  income  than  before  .lanu- 
ai-y  1,  1.974,  when  SSI  went  into  effect,  and  it  has  sub.stantially  reduced  the 
capacity  of  non-profit   retirement  institutions  to  care  Un-  these  needy  people. 
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Furthermore,  as  SSI  eligibility  affects  Medicaid  eligibility,  many  elderly  are  also 
losing  health  benefits  as  well. 

To  illustrate,  let  us  take  as  an  example  a  non-profit  home  for  the  aging  whose 
actual  cost  of  providing  services  is  approximately  $300  per  month,  per  person. 
Prior  to  January  1,  1974,  the  indigent  residents  of  this  institution  were  receiving 
$133  per  month  in  public  assistance  payments.  These  payments  were  going 
directly  to  the  public  aid  recipients  who  would  retain  $20  for  personal  spending 
and  then  turn  over  the  balance,  or  $113,  to  the  institution  as  their  contribution 
toward  their  room,  board,  and  services. 

The  difference  between  the  cost  per  month  of  maintaining  such  individuals  and 
their  contribution— $300  less  $113— is  $187.  Because  this  amount  exceeds  tlie 
SSI  standard  of  need,  or  $146  per  month,  the  person  previously  receiving  $133 
In  public  assistance  now  receives  nothing,  not  even  a  personal  needs  allowance. 
Moreover,  the  capacity  of  the  non-profit  retirement  institution  to  care  for  the 
poor  aged  is  substantially  inhibited. 

I  cannot  overstate  to  you  the  critical  nature  of  this  problem.  All  that  is  neces- 
sary is  for  you  to  read  some  of  the  letters  concerning  the  Supplemental  Security 
Income  program  that  have  been  received  by  our  association  over  the  past  months. 

California,  our  largest  state  with  169  member  facilities,  has  been  extremely 
hard  hit  as  a  result  of  SSA's  interpretation  of  unearned  income.  Howard  Wash- 
burn, president  of  Pacific  Homes,  aptly  describes  the  severity  of  the  situation  in 
a  letter  to  Sumner  Whittier,  director  of  SSI.  Mr.  Washburn  states.  "TMiy  resi- 
dents of  non-profit  retirement  homes  should  be  singled  out  for  this  treatment  is 
beyond  comprehension.  If  the  cost  of  residential  care  in  a  non-profit  home  exceeds 
the  maximum  permitted  under  the  state's  implementation  of  SSI,  as  it  does  in 
most  homes,  all  SSI  payments  will  be  lost  to  the  indigent  resident  and  his  in- 
come will  be  reduced  to  Social  Security  only.  The  home  then  will  be  faced  with 
either  subsidizing  the  entire  difference  between  Social  Security  payments  and 
the  co.st  of  care,  or  requiring  tlie  indigent  resident  to  leave  the  home.  While 
most  homes  would  subsidize  rather  than  eject  a  resident,  they  would  be  forced 
by  financial  realities  to  greatly  reduce  the  number  of  indigent  residents  they 
admit  or  clo.se  their  doors." 

Mr.  Paul  Rosenthal  of  the  Jewish  Home  for  the  Aged  of  Los  Angeles  echoes 
the  thoughts  expressed  by  Howard  Washburn.  "Remove  the  government  support 
as  interpreted  in  Section  6070B  of  the  SSI  Handbook,"  says  Mr.  Rosenthal,  "and 
mo.st  (homes)  will  have  to  cease  operations  due  to  lack  of  funds.  This  unrealistic 
reduction  of  operating  funds  cannot  be  replaced  by  the  community,  who  now  are 
supporting  to  the  maximum  of  their  ability.  In  fact,  such  restriction  of  funds 
must  either  force  the  non-profit  home  to  reduce  services  ...  or  force  the  non- 
profit home  to  close  its  doors." 

These  are  two  examples,  Mr.  Chairman,  which  explicitly  illustrate  the  adverse 
affects  being  felt  by  those  elderly  residing  in  non-profit,  private  retirement  homes, 
and  in  turn,  by  the  homes  themselves  as  a  result  of  counting  charity  or  philan- 
thropy as  "in  kind"  income.  I  could  go  on — letters  from  Pennsylvania,  Texas, 
New  York,  and  many  other  states  express  the  same  concern  felt  by  our  member 
homes. 

We  believe  that  in  enacting  the  Supplemental  Security  Income  program,  the 
Congress  did  not  intend  that  an  aged  person's  personal  needs  allowance  should 
be  reduced  or  that  the  capacity  of  non-profit,  charitable  institutions  to  care 
for  indigent  persons  should  be  diminished.  Unfortunately,  this  has  been  the  effect 
of  tlie  law  as  currently  administered. 

Given  the  fact  thnt  tli(>  present  policy  is  liavins;  a  disastrous  effect  upon  non- 
profit homes  for  the  aging  and  the  indigent  elderly  they  seek  to  serve,  the 
American  Association  of  Homes  for  the  Aging  has  requested  a  less  restrictive 
interpretation  of  Section  1612  on  a  retroactive  basis,  so  that  the  losses  which 
have  already  been  incurred  since  January  can  be  restored.  We  solicit  your  sup- 
port. Mr.  Chairman,  and  the  support  of  the  members  of  the  Committee  toward 
this  objective. 

Mr.  Chairman,  I  very  much  appreciate  this  opportunity  to  testify  before  you. 
At  this  time  I  welcome  any  questions  that  you  or  Members  of  the  Committee 
might  have. 
Thank  you. 

Senator  Hanse-nt.  Next  we  will  hear  from  Mr.  Ossofsky,  the  execu- 
tive dii-ector  of  the  Nationnl  Council  on  the  Aging. 
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STATEMENT  OF  JACK  OSSOFSKY,  EXECUTIVE  DIEECTOR, 
NATIONAL  COUNCIL  ON  AGING 

Mr.  OssoFSKY.  Thank  you  very  miicli,  Senator. 

We  have  submitted  a  statement  for  the  record,*  and  I  will  try  to  be 
brief  in  summarizing  some  of  its  higlilights. 

May  I  say  at  the  outset  that  I  have  had  the  privilege  of  hearing  this 
afternoon  the  excellent  testimony  of  a  sister  organization  in  the  field, 
the  National  Association  of  Retired  Persons.  I  would  just  like  to 
underscore  our  concurrence  in  the  major  points  that  they  made. 

We  may  differ  on  nuisance  here  and  there,  but  the  basic  thrust  of 
their  testimony  here  today  regarding  the  inadequacies  and  the  prob- 
lems of  SSI  have  our  general  concurrence  and  we  certainly  want  to  be 
publicly  noted  as  supporting  that  effort. 

We've  been  asked  to  put  our  emphasis  this  afternoon  on  the  relation- 
ship between  social  services  and  SSI.  More  accurately,  the  lack  of 
relationship  between  social  services  previously  provided  these  recip- 
ients of  old-age  assistance  when  they  were  operated  by  the  States,  and 
what  has  happened  since  the  SSI  program  became  a  Federal  operation. 

We  had  several  hopes  in  the  achievement  of  SSI.  One  was  that  the 
States  would  use  the  resources  that  were  previously  allocated  to  proc- 
essing claims  to  provide  needed  services,  and  that  this  would  mean 
that  those  persons  who  are  now  receiving  SSI  benefits  would  be  in  a 
position  to  see  their  human  needs  and  social  needs  met  beyond  cash 
payments  by  a  more  extensive  program  as  outlined,  for  example,  by 
title  VI  of  the  Social  Security  Act. 

That  act,  just  to  remind  us,  mandates  some  very  specific  services 
including  those  for  the  elderly — information  and  referral,  protective 
services,  supportive  services,  homemaker  services,  in  addition  to  serv- 
ices to  enable  people  to  remain  in  their  own  homes  or  return  to  their 
own  homes. 

The  fact  of  the  matter  is  that  as  the  program  became  operative 
under  the  Social  Security  Administration  and  as  people  went  to  the 
local  Social  Security  offices  to  apply  for  SSI  benefits,  it  soon  became 
evident  that  there  was  no  clearcut  relationship  between  the  provision 
of  the  cash  benefits  that  people  were  entitled  to  and  the  other  social 
services  they  needed. 

For  the  past  25  years  our  agency  has  emphasized  the  need  to  improve 
the  economic  status  of  older  people.  We  have,  however,  emphasized 
that  cash  is  not  enough,  that  even  if  people  were  suddenly  to  receive 
an  adequate  minimum  income,  it  would  not  mean  that  all  of  their 
human  needs  and  social  service  needs  would  be  adequately  taken  care 
of. 

Adequate  Emergency  Assistance  Lacking 

Specifically,  in  addition  to  the  fact  that  there  is  no  organized  rela- 
tionship between  providing  social  services  and  other  special  needs, 
there  is  also  a  lack  in  the  SSI  program  of  adequate  emergency  assist- 
ance provisions  to  meet  special  needs,  and  of  a  discontinuity  of  referral 
and  delivery  of  the  human  services  that  I  spoke  of  earlier. 

We  spell  out  some  specific  examples  of  this  in  our  testimony — I 
won't  take  the  time  to  do  that  now.  However,  we  do  recommend  that 


•See  p.  746. 
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legislation  be  enacted  authorizing  the  Secretary  of  HEW  to  provide  a 
permanent  mechanism  for  ongoing  emergency  assistance  as  often  as  is 
needed. 

Even  today,  when  the  Department  has  permitted  an  emergency  pay- 
ment in  cases  where  the  first  check  has  been  delayed,  if  there  is  a  change 
in  the  check  or  a  lioldup  in  the  check,  indeed,  a  holdup  wherethe 
check's  been  robbed,  the  State  offices  are  not,  in  most  instances,  in  a 
position  to  meet  that  need.  They  don't  know  these  people.  And  the 
Social  Security  office  has  no  provisions  for  meeting  that  emergency. 

Second,  there  are  the  special  needs.  There's  got  to  be  some  mechanism 
that  takes  into  account  a  person's  need  for  a  new  overcoat,  or  a  person's 
problem  with  a  stove  or  a  refrigerator  that  doesn't  work,  or  when 
someone  needs  suddenly  new  medication,  or  something  of  that  sort. 
None  of  these  emergency  needs  are  now  provided  by  the  basic  SSI 
approach.  These  are  human  issues  that  get  exceedingly  important  in 
the  day-to-day  lives  of  older  people,  who  are  the  vulnerable  group  that 
we  are  talking  of  here. 

We  ask  therefore  that  provisions  of  special  needs  be  mandated, 
whether  on  the  Federal  or  State  levels,  to  insure  clearcut  responsi- 
bility and  accountability  for  the  delivery  of  these  services. 

What  needs  to  be  developed  is  a  very  significant  linkage  between 
the  Federal  income  maintenance  program,  administered  by  the  Social 
Security  Administration,  and  the  social  service  programs  that  by  and 
large  need  to  be  more  vigorously  administered  by  the  State  social 
service  departments. 

Let  me  emphasize  that  we're  dealing  with  two  groups  of  clients 
here — those  people  who  are  enrolled  in  the  program  who  were  pre- 
viously old-age  assistance  recipients  and  therefore  know  how  to  go 
about  getting  aid  and  those  people  who  have  never  been  signed  up  with 
SSI,  with  no  past  history  of  the  welfare  department.  Our  experience 
shows,  and  we  have  some  documentary  evidence  which  is  included  in 
the  testimony,  tha.t  no  specific  approach  for  those  needs  is  being  made 
in  Social  Security  offices  across  the  countr3\  Yes,  there  are  examples 
where  these  needs  are  being  met.  Yes,  there  are  forms  that  have  been 
provided  to  make  those  referrals,  but  no  comprehensive  system  of  inte- 
grated social  services  and  human  needs  programs  have  been  develoi)ed 
in  this  program. 

It  seems  logical  to  us  that  one  agency  needs  to  be  designated  to  docu- 
ment the  necessary  particulars  and  information  and  that  this  informa- 
tion should  be  shared  with  other  agencies  that  could  provide  the 
service. 

Let  me  summarize  one  or  two  other  brief  points. 

In-Depth  Counseling  Needed 

An  adequate  information  and  referral  service  needs  to  include  in- 
depth  counseling  to  determine  needs,  personal  contact  to  insure  proper 
referral  to  client  service  deliverers,  and  finally,  some  f ollowup  to  make 
sure  that  a  person  who  has  been  referred  to  an  agency  gets  through 
the  door  of  that  particular  agency,  and  indeed,  is  well  received. 

We  strongly  recommend  that  in  each  Social  Security  office  a  person 
be  given  the  responsibility  and  be  trained  to  handle  the  program  of 
information  referral  and  community  needs. 

40-786—75 6 
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This  situation  could  very  well  be  dealt  with  by  outstatipning  people 
from  a  social  service  office  at  the  county  or  State  or<ranizations.  An- 
other plan  would  be  adequate  funding  for  title  IX  of  the  Older  Ameri- 
cans Act,  to  train  and  employ  older  persons  who,  our  experiences  have 
shown  under  the  title  IX  program,  work  well  in  doing  information 
referral  and  followup  work. 

Indeed,  if  we  put  adequate  resources  into  title  IX  of  the  Older 
Americans  Act,  place  people  in  Social  Security  offices  throughout  the 
country,  give  them  special  training,  we  might  very  well  coalesce  sev- 
eral programs  and  meet  some  significant  needs,  not  the  least  of  which 
is  putting  some  money  into  the  pockets  of  people  who  might  not  other- 
wise need  to  apply  for  SSI  benefits. 

There  are  many  weaknesses  in  the  SSI  program,  some  of  which  have 
been  referred  to  in  other  aspects  of  the  hearings. _ At  the  very  least, 
we've  got  to  do  something  to  be  sure  that  when  increases  in  Social 
Security  take  place  that  those  people  who  are  receiving  SSI  benefits 
do  not  suddenly  find  themselves  in  a  worse  position  and  lose  benefits. 

There  has  been  reference  made  to  the  business  of  protecting  those 
people  in  the  instance  of  cashing  out  of  food  stamps. 

One  last  item.  We  received  a  letter  not  long  ago  from  an  older  per- 
son living  in  New  York  City  who  brought  to  our  attention  something 
that  I'm  sure  was  not  intended  by  the  Senate  when  it  enacted  the  SSI 
program.  This  refers  to  the  fact  that  when  an  older  person  is  hos- 
pitalized or  institutionalized  for  a  period  of  30  days  or  more,  the  SSI 
pavment  is  reduced  to  $25  for  that  month. 

What  this  causes  to  happen  for  a  person  who  may  be  institutionalized 
for  several  months — and  I  must  say  SSI  has  interpreted  the  law 
as  liberally  as  possible  within  the  current  regulations^ — is  the  loss  of 
money  that  the  person  needs  while  in  an  institution — not  only  for 
out-of-pocket  expenses,  for  cigarettes  or  what  have  you,  but  also  to 
pay  the  rent  on  an  apartment  to  be  able  to  return  to  after  being 
institutionalized  which  a  person  may  very  well  lose,  because  adequate 
resources  have  not  been  provided  during  the  time  of  institutionaliza- 
tion. 

Now,  I  can  understand  the  logic  or  the  apparent  logic  of  reducing  a 
payment  on  the  assumption  that  food  and  other  such  expenses  are 
being  met  while  the  person  is  institutionalized.  However,  the  net  re- 
sult of  this  is  to  end  up  worsening  the  circumstances  of  the  older  per- 
son because  we  again  have  looked  at  the  provision  of  these  benefits  in 
a  way  of  dealing  with  judiciary  and  fiscal  matters,  rather  than  in  the 
human  surface  matters  that  this  really  relates  to. 

Thank  you  very  much.  Senator. 

Senator  Hansex.  Thank  you  very  much,  Mr.  Ossofsky.  We  ap- 
preciate your  presentation. 

[The  prepared  statement  of  Mr.  Ossofsky  follows :] 

Prepared  Statement  of  Jack  Ossofsky 

Mr.  Chairman,  distinguished  Members  of  the  Senate  Special  Committee  on 
Aging  and  fellow  panelists.  My  name  is  Jack  Ossofsky.  I  am  Executive  Director 
of  the  National  Council  on  the  Aging  (NCOA),  a  private  nonprofit  organization 
which  for  the  past  twenty-four  years  has  provided  continuing  leadership  and 
training  to  public  and  private  agencies  at  the  national,  state,  and  local  levels  in 
the  field  of  aging.  We  have  been  a  national  resource  for  planning,  information, 
and  service  in  the  many  areas — such  as  nutrition,  education  and  employment — 
affecting  the  lives  of  our  nation's  elderly  population. 
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The  National  Council  on  the  Aging  welcomes  this  opportunity  to  appear  before 
this  Committee  and  convey  the  experiences  of  our  membership  and  staff  with  the 
Supplemental  Security  Income  (SSI)  Program  and  Alert.  NCOA  recognizes  that 
there  are  a  number  of  serious  problems  relating  to  the  level  of  income  benefits 
provided  under  this  program  and  to  the  process  of  enrolling  eligible  recipients. 
"We  understand,  however,  that  other  hearings  have  concentrated  on  these  matters 
and,  as  requested,  our  observations  and  recommendations  will  focus  on  the  re- 
lationship between  SSI  and  social  services. 

NCOA  has  long  supported  changes  in  the  Social  Security  program  which  would 
hring  all  elderly  persons  under  the  coverage  of  its  social  insurance  system  and 
end,  once  and  for  all,  the  inequities  of  Old  Age  Assistance  (OAA).  There  was  a 
need  for  uniform  national  eligibility  requirements  and  a  Federal  "income  floor" 
to  eliminate  the  most  glaring  weaknesses  of  the  old  system.  We,  therefore,  wel- 
comed the  passage  of  the  1972  Amendments  to  the  Social  Security  Act  which — 
besides  making  improvements  in  the  retirement,  survivor,  disability  and  health 
insurance  programs — established  the  SSI  program. 

We  realized,  however,  that  the  federalization  of  the  Old  Age  Assistance  pro- 
gram was  a  complex  process  dependent  for  success  on  systematic  preparation  and 
cooperation  by  the  Social  Security  Administration  (SSA),  the  Administration 
on  Aging  (AoA),  the  Social  Rehabilitation  Service  (SRS),  the  states'  Depart- 
ments of  Social  Services  (DSS)  and  the  private  sector.  "Operation:  Medicare 
Alert",  which  NCOA  conceived  and  administered  in  1965,  demonstrated  that 
without  an  extensive  and  well-coordinated  outreach  effort,  millions  of  isolated 
elderly  poor  in  both  urban  and  rural  areas  would  never  be  aware  of  their  eligi- 
bility for  benefits  under  the  new  federal  program.  Therefore,  during  the  months 
between  passage  and  the  effective  date  of  the  SSI  program,  NCOA  encouraged 
the  development  of  a  similar  outreach  effort  to  inform  an  estimated  6  million 
individuals  of  their  eligibility  for  benefits. 

In  April  of  this  year,  NCOA  held  regionnl  meetings  in  New  York,  Des  Moines, 
New  Orleans  and  Los  Angeles,  during  whicli  a  forum  was  provided  for  lopal 
consortia  participants  to  discuss  mutual  problems  and  solutions  with  SSI  oflScials. 
Drawing  from  this  and  other  experiences  of  our  members  and  staff  in  the  field, 
we  wish  to  take  this  opportunity  to  voice  our  continued  full  support  for  the 
Msic  concepts  on  which  the  SSI  program  is  based,  our  disappointment  in  the 
minimal  impact  of  the  Alert  and  our  concern  over  the  lack  of  a  coordinated  re- 
lationship between  SSI  and  social  services. 

It  has  long  been  NCOA's  contention  that  an  adequate  income  maintenance  pro- 
gram would  not  alone  meet  the  full  needs  of  America's  elderly  poor.  One  of  the 
major  conclusions  of  Project  FIND  (a  research  and  service  program  to  locate 
America's  elderly  poor  and  identify  their  needs  conducted  by  NCOA  in  the  late 
60's)  was: 

.  .  .  that  the  elimination  of  poverty  and  its  consequences  cannot  be 
achieved  by  money  alone.  If  the  income  of  all  the  elderly  poor  were  im- 
mediately raised  above  the  poverty  level,  many  would  soon  be  obliged  to 
live  in  poor  housing,  exist  in  poor  health  without  medical  services,  make  do 
with  poor  transportation  facilities  or  none  at  all,  and  have  little  social  con- 
tact with  family  and  friends. 

We  fear  that  SSI  recipients  may  find  themselves  faced  with  such  a  dilemma. 
It  is  necessary  that  the  elderly  poor  be  made  aware  of.  and  provided  with,  essen- 
tial human  services.  Unfortunately,  this  hns  not  been  the  case. 

Under  Title  VI  of  the  Social  Security  Act  the  states  are  mandated  to  provide 
the  following  services ;  information  and  referral,  protective,  supportive  and 
homemaker.  In  addition,  services  to  enable  persons  to  remain  in  or  to  return  to 
their  homes  or  communities  must  be  provided.  The  relationship  between  the  SSI, 
program  and  these  services,  provided  by  state  DSS  to  individuals  at  the  local 
level,  has  never  been  adequately  defined,  nor  uniformly  interpreted  at  the  local 
level.  As  a  I'esult,  recipients  are  confused,  often  intimidated  and,  once  again,  left 
with  unmet  needs ;  the  programs  designed  to  serve  them  remain  filled  with  gaps 
and  duplications. 

Until  the  basic  issue  is  resolved,  millions  of  elderly,  disabled  and  blind  persons 
will  be  faced  with  unnecessary  hardships.  The  fundamental  problems  associated 
with  the  availability  and  delivery  of  social  services  to  SSI  recipients  are: 
The  lack  of  adequate  emergency  assistance. 
The  absence  of  provisions  to  meet  special  needs. 

The  discontinuity  in  the  referral  to  and  the  delivery  of  human  services 
crented  by  the  conversion  from  OAA  to  SSI. 

The  problem  causing  the  most  immedin  to  and  often  severe  hardship  for  those 
already  chronically  disadvantaged  was  the  failure  to  provide  for  emergency 
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situations  or  special  needs  under  the  SSI  program.  We  therefore  welcomed 
HEW's  liberal  interpretation  of  Section  1631(a)(4)(A)  of  the  Act  which 
allowed  3  million  persons  "grandfathered"  into  the  new  system  to  be  eligible  as 
"initial  applicants"  for  emergency  funds.  However,  it  is  important  to  point  out 
to  this  Committee  that  the  emergency  provision  can  only  be  used  when  a  person 
files  for  the  first  time ;  it  does  not  cover  the  individual  who  has  been  getting  his 
checks  and  then,  all  of  a  sudden,  doesn't  receive  one — be  it  lost,  stolen  or  mis- 
directed. An  undelivered  check  or  a  check  arriving  weeks  late  (oftentimes  with 
an  incorrect  payment  reduction)  can  result  in  severe  anguish  for  those  depend- 
ing on  that  check  for  day-to-day  survival.  These  people  are  faced  with  eviction 
or  even  potential  starvation. 

We  recommend  that  legislation  he  enacted  authorizing  the  Secretary  of  HEW 
to  provide  a  permanent  mechanism  for  on-going  emergency  assistance,  as  often 
as  needed,  effective  ivithin  twenty-four  hours  of  a  recipient's  application  for 
such  aid. 

In  addition  to  a  lack  of  emergency  assistance,  special  needs  of  SSI  recipients 
are  no  longer  being  met  under  the  federal  program.  What  happens  now  if  a 
recipient  breaks  or  loses  has  eyeglasses,  has  his  room/apartment  burglarized,  has 
a  refrigerator,  stove,  furnace  or  hot  water  heater  which  needs  replacement  or 
major  repairs?  Who  now  insures  that  eviction  and  utility  cut-offs  will  not  result 
from  emergency  hospitalization?  None  of  these,  nor  other  special  emergency 
needs,  are  provided  for  under  SSI. 

It  is  necessary  that  the  provision  of  such  special  needs  he  mandated,  whether 
on  the  federal  level  {88 A  and  8RS)  or  the  state  level  {DS8),  ensur-ing  clear-cut 
responsihility  and  accountahility. 

The  major  long-range  problem  related  to  the  delivery  of  supportive  services  to 
SSI  recipients  is  the  lack  of  any  adequate  linkage  between  the  federal  income 
maintenance  program  administered  by  SSA  and  the  continuing  responsibility  of 
the  state  DSS  to  provide  social  services.  Under  the  old  system,  when  an  indi- 
vidual applied  for  Old  Age  Assistance,  a  determination  was  also  made  of  his 
supportive  service  needs  and  appropriate  referral  to  available  community  re- 
sources provided.  As  this  Committee  is  aware,  there  are  two  types  of  elderly, 
blind  and  disabled  claimants  for  SSI  benefits :  those  who  previously  received  Old 
Age  Assistance  and  concurrently  were  informed  of  available  human  services  and 
those  new  recipients  aware  only  of  income  benefits. 

Since  SSA  is  mandnted  to  provide  only  income  support,  the  potential  new  re- 
cipient applying  for  SSI  no  longer  receives  counseling  on  service  needs  nor  re- 
ferral to  appropriate  existing  resources.  As  a  result,  the  elderly,  blind  and  dis- 
abled must  find  out  about  services  on  their  own.  If  they  are  lucky  enough  to 
locate  the  appropriate  agency,  they  are  still  forced  to  go  from  ofl^ice  to  office  in 
order  to  receive  tiiose  services.  As  you  know  from  your  hearings  on  transportation 
and  mobility,  the  elderly  and  the  disabled  find  it  very  difficult  to  travel  from  one 
agency  to  another.  For  the  most  part  they  will  have  to  fill  out  forms  and  answer 
personal  questions  during  the  intake  interviews  at  each  agency.  It  is  a  demeaning 
process  indeed  and  oftentimes  results  in  the  older  person  "giving  up"  in  frustra- 
tion and  despair.  Not  only  is  the  present  system  offensive,  duplicative,  incon- 
venient and  often  intimidating,  but  it  is  also  inevitable  that  many  elderly  get 
lost  In  the  shuffle. 

It  seems  logical  to  NCOA  that  one  agency  be  designated  to  document  the  neces- 
sary particulars  and  the  infortnation  then  utilized  hy  all  agencies. 

The  following  report  from  our  Philadelphia  regional  office  demonstrates  the 
single-minded  attitude  of  SSA  and  the  resulting  hardship  to  the  older  person : 

Mrs.  M.  B..  an  80-year-old  woman  went  with  her  daughter  to  apply  for 
SSI.  At  the  SSA  office,  she  was  only  told  how  much  her  monthly  check  would 
be  from  the  federal  government.  No  mention  was  made  of  the  State  Supple- 
ment. Mrs.  M.  B.  has  diabetes  and  glaucoma,  requiring  daily  insulin  injec- 
tions. Her  daughter,  having  heard  something  about  medical  benefits,  asked 
about  such  assistance.  The  claims  representative  replied  that  SSA  has  noth- 
ing to  do  with  medicine  or  medical  benefits.  He  did  not  bother  to  tell  her 
that  she  would  receive  Medicaid  automatically  as  part  of  the  SSI  package. 
Mrs.  M.  B.  was  not  referred  to  the  Department  of  Social  Services. 
Mrs.  M.  B.'s  problem  was  fortunately  solved  through  the  intervention  and 
as.sistance  of  the  Philadelphia  Corporation  for  the  Aging,  conducting  the  local 
SSI  Alert  program.  But  what  would  have  happened  to  her  had  her  daughter 
not  been  aware  of  the  Alert  or  of  her  mother's  eligibility  for  "some  sort  of 
medical  assistance"? 
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A  social  service  referral  form  has  been  made  available  to  SSA  of3ces,  but  has 
not  resulted  in  adequate  referral  to  DSS.  Even  if  this  form  is  correctly  com- 
pleted and  sent  to  a  county  vrelfare  office,  there  is  no  follow-up  procedure  to 
-insure  that  the  individual  ever  receives  the  required  service. 

At  a  briefing  session  on  the  new  SSI  program  in  the  Philadelphia  region, 
the  SSA  district  office  manager  was  asked  how  this  social  service  referral 
form  was  used.  He  replied,  "If  a  person  usks  them  about  services,  they  will 
make  a  referral,  or  if  a  person  appears  to  be  in  'dire  need'  the  referral  will 
be  made." 
What  happens  then  to  the  older  person  who  does  not  know  enough  to  "ask" ; 
■and  how,  indeed,  does  a  clerk  define  "dire  need"? 

An  adequate  information  and  referral  system  should  incorporate  the  following 
procedures : 

Indepth  counseling  to  determine  needs. 

Personal  contact  to  insure  proper  referral  of  client  to  service  deliverer. 
Follow-up  with  both  client  and  DSS  to  ascertain  whether  required  service 
was  delivered. 
It  is  essential  that  the  initial  intake  application  for  income  benefits  and  a 
determination  of  social  service  needs  be  made  in  one  office.  Our  overall  contacts 
with  those  who  serve  the  elderly,  as  well  as  with  the  elderly  themselves,  clearly 
indicate  the  need  for  a  clearinghouse  of  public  assistance  programs.  Only  in  tliis 
way  can  accurate  and  definite  information  be  obtained.  During  the  SSI  Alert, 
many  such  information  and  referral  problems  v/ere  handled  through  the  SSI 
Hotline  workers,  but  in  most  communities  this  resource  no  longer  exists. 

To  remedy  this  situation,  ice  strongly  recommend  that  a  person  trained  in 
determininp  needs  and  knoicJedgeahle  in  available  communitif  resources  staff 
rack  local  SSA  office.  This  placement  can  he  accomplished  by  outstationing  staff 
from  the  county  welfare  office  in  SSA  ofjices.  Yet  another  solution  or  supple- 
mentary plan  would  be  the  hiring  and  training  of  older  people  thetnselves  to 
serve  in  this  capacity — under  an  expanded  Title  IX  program. 

This  fragmentation  of  service  delivery  has  long  been  a  problem  in  our  social 
welfare  system  for  the  elderly.  In  XCOA's  final  report  on  Project  FIND  published 
in  19G9,  it  was  recommended  "that  the  Social  Security  offices  become  the  one 
central  point  of  referral  for  persons  with  problems  of  financial  aid  and  medical 
assistance  under  both  Social  Security  and  public  welfare.  Sharing  office  space 
[SSA  and  DSS]  could  be  a  step  in  this  direction."  The  implementation  of  the  SSI 
program  presents  tis  with  and  ideal  opportunity  to  finally  respond  to  this  long- 
standing, and  oft  demonstrated,  service  need. 

In  concluding  this  point,  I  should  like  to  emphasize  to  this  Committee  that  a 
maior  objective  of  federalizing  Old  Age  Assistance  was  to  enhance  the  capacity 
of  Folate  DSS  to  provide  human  services.  By  eliminating  from  their  functions  the 
time-consuming  process  of  determining  income  eligibility,  county  welfare  agen- 
cies could,  theoretically,  devote  full  time  to  service  delivery.  Our  contacts  in  the 
field  indicate  that  in  reality  this  has  not  occurred. 

Whnt  then  has  been  happening?  To  what  extent  are  the  services  mandated 
under  Title  VI  made  available  and  utilized?  Are  caseworkers  in  county  welfare 
offices  indeed  devoting  more  time  to  adult  .services  or  have  they  been  reassigned 
to  other  program  areas?  And,  perhaps  the  most  important  question  of  all — how 
are  the  states  allocating  the  money  saved  from  conversion  to  SSI?  It  would 
seem  only  just  that  this  money  be  funneled  into  the  enhancement  of  adult 
services. 

As  we  stated  at  the  outset  of  our  remarks,  we  are  aware  that  there  are  other 
fundamental  deficiencies  in  SSI,  which  must  be  corrected  if  Congressional  intent 
is  to  be  realized  : 

There  is  a  need  for  automatic  cost-of-living  increases  in  Federal  and  state 
SSI  benefits.  Such  increases  should  be  tied  to  raises  in  Social  Securitv  bene- 
fits and  recipients  protected  against  corresponding  reduction  in  state  supple- 
ments and  benefits  from  other  programs. 

The  food  stamp  and  commodity  surplus  eMgibility  of  SSI  renpients  should 

be  made  permanent  and  recipients  guaranteed  against  lost  benefits  due  to 

"cashing  out". 

Important  first  steps  have  been   taken  by  the  Congress  to  provide   income 

throuffh  the  SSI  program  and  to  provide  social  services  through  T'ltle  VI  of  the 

Social  Security  Act  to  the  nation's  elderly,  disabled  and  blind.  We  would  hone 

that  the  weaknesses  in  the  SSI  pros-ram  would  r^neive  the  immediate  attention 

of  the  Congress ;  that  the  regulations  governing  Title  VI  services  be  continued 
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beyond  December  of  this  year ;  and  that  strong  linkages  between  these  two  pro- 
grams be  developed  and  federally  mandated.  If  not,  the  total  impact  of  both 
programs  will  be  dissipated. 

We  appreciate  having  had  this  opportunity  to  present  to  this  Committee  our 
recommendations  for  legislative  and  administrative  changes  relating  to  SSI  in 
our  continuing  mutual  efforts  to  guarantee  a  quality  lifestyle  for  all  older  per- 
sons. Thank  you. 

Senator  Hansen.  Next  we  will  hear  from  Commissioner  Flowers  of 
the  department  of  welfare,  from  the  State  of  West  Virginia. 

Mr.  Flowers,  we're  very  pleased  to  have  you  here. 

Mr.  Flowers.  Thank  you,  Senator,  and  as  the  anchorman  in  this 
panel,  I'll  attempt  to  be  as  brief  as  possible  and  speed  to  a  conclusion 
here  right  away. 

I  have  a  rather  brief  statement.  I  will  attempt  to  summarize  it. 

Senator  Hansen.  Fine.  Your  entire  prepared  statement,  without 
objection,  will  appear  in  the  record.* 

STATEMENT  OF  HON.  EDWIN  F.  PLOWERS,  COMMISSIONER, 
DEPARTMENT  OF  WELFARE,  WEST  VIRGINIA 

Mr.  Flowers.  In  my  judgment,  the  SSI  program  in  its  implementa- 
tion and  administration  has  not  resulted  in  either  an  efficient  or  re- 
sponsive system  for  helping  economically  the  older  citizens  of  this 
country. 

I  think  its  main  deficiency  has  been  reliance  upon  an  overcentralized 
system  that  requires  everything  to  go  to  one  national  office.  I  realize 
we  cannot  turn  the  clock  back,  but  I  do  feel  that  we  can  achieve  what 
older  people  are  entitled  to  expect  if  we  would  do  one  of  two  things. 

I  strongly  suggest  that  the  program  could  be  more  effectively  ad- 
ministered by  certain  of  the  States  mider  contract  with  the  Social  Se- 
curity Administration,  and  short  of  this,  I  think  the  Social  Security 
Administration  itself  would  achieve  a  great  effectiveness  and  responsi- 
bility to  the  peoi:)le  that  it's  supposed  to  serve  by  delegating  to  regional 
offices  the  ability  to  meet  these  needs  locally. 

I  think  there  are  certain  policy  changes  that  just  demand  a  change 
and  amendment,  and  one  of  these  is  that  we  must  avoid  trying  to  have 
a  "fail-safe"  system  by  which  every  conceivable  cross-check  is  made 
before  help  is  delivered. 

The  help  must  be  accessible  to  the  people  that  need  it  or  else  it's  of 
little  use. 

I  feel  that  food  stamps  should  continue  to  be  made  available  on  the 
same  basis,  to  SSI  recipients,  as  any  other  American,  and  his  privilege 
of  having  the  stamps  mailed  to  him  as  we  are  doing  in  West  Virginia, 
should  be  offered  by  the  Federal  Government. 

If  this  were  done,  there  would  be  no  excuse  for  more  than  one  eligi- 
bility determination,  and  if  there  is  reluctance  on  the  part  of  some 
States  to  extend  this  benefit  to  their  people,  we  would  suggest,  if  they 
had  tried  it  as  we  had,  they  would  have  liked  it,  and  as  far  as  the  dif- 
ficulties about  individuals  having  hangups  about  using  the  stamps,  we 
think  that  some  of  us  A\orry  more  about  that  than  hungry  people  do. 
When  my  wife  goes  to  the  store,  she  receives  stamps.  Some  other  wives 
go  to  the  store  and  use  stamps. 

*See  p.  751. 
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COMMONSENSE  ELIGIBILITY  EeQUIREMEjSTTS 

I  think  there's  certain  commonsense  eligibility  requirements  that 
could  very  easily  and  very  simply  be  written  into  the  program,  and 
should  be  done  right  away. 

One  of  these  is  with  respect  to  the  property  requirements  about  an 
individual's  homestead.  He  should  not  be  required  to  commercialize 
his  property  in  order  to  be  eligible  for  help. 

In  addition,  in  the  area  of  disability  we  have  a  grave  gap  that  exists 
now  between  the  new  Federal  program  and  what  the  States  have  been 
providing.  We  do  not  have  realistic  disability  standards  written  into 
the  SSI  program  at  the  present  time,  and  I've  commented  on  this  more 
extensively  in  my  text  than  what  I  will  right  now. 

A  second  area,  however,  that  I  would  hasten  to  call  to  the  comniit- 
tee's  attention  would  be  that  of  a  spouse  of  an  eligible  SSI  recipient. 
Formerly,  these  individuals  were  helped  if  they  were  in  an  assist- 
ance household,  but  as  I  point  out  in  my  written  statement,  a  63-year- 
old  spouse  is  considered  nothing  as  far  as  economic  help  is  concerned, 
and  what  is  even  more  tragic,  there  is  no  medical  assistance  available 
for  this  individual  unless  she  would  happen  to  \jq  blind  or  disabled  and 
thereby  separately  qualified. 

In  short,  I  strongly  recommend  to  the  committee  a  new  pattern  of 
administration  for  this  program  and  a  more  rational  set  of  policy 
standards. 

Otherwise,  I  think  the  objections  that  have  been  heard  thus  far  by 
the  committee,  and  what  will  be  inevitably  an  overmounting  bureau- 
cratic chaos,  is  going  to  be  traiishited  into  furtlier  serious,  and  in  sonie 
cases,  tragic  deprivation  for  the  unfortunate  people  that  we  all  desire 
to  serve. 

]Mr.  Affeldt  [now  presidinji].  Thank  you.  Commissioner  Flowers. 
Your  prepared  statement  will  be  placed  in  the  record  at  this  point. 

Prepared  Statement  of  Edwin  F.  Flowers 

My  name  is  Edwin  F.  Flowers.  I  am  Commissioner  of  tlie  West  Virginia  De- 
partment of  Welfare,  1900  Washington  Street,  East,  Charleston,  West  Virginia. 
The  West  Virginia  Department  of  Welfare  formerly  had  responsibility  for 
money  payments  to  the  categorically  eligible  aged,  blind  and  disabled  which 
were  converted  to  the  Supplemental  Security  Income  Program  on  January  1, 
1974.  It  presently  has  responsibility  for  a  State  administered  system  of  money 
grants  to  the  family  categories  (AFDC)  including  unemployed  fathers,  state- 
wide administration  of  the  Federal  Food  St^mp  Program  and  a  program  of  social 
services  as  well  as  administration  of  the  Title  XIX  Medicaid  Program  extending 
benefits  to  all  categorical  recipients  of  welfare  aid,  medically  needy  low  income 
persons  and  SSI  beneficiaries. 

The  Supplemental  Security  Income  Program  has  l)oen  a  boon  to  many  people. 
I  would  in  no  way  want  to  minimize  its  importance  in  reducing  the  incidence  of 
economic  poverty  or  in  making  additional  government  benefits  available  to  a 
great  number  of  people.  However,  neither  is  it  my  intention  to  deal  in  general- 
ities nor  take  comfort  in  sizable  gross  statistics  when  for  more  than  six  months 
we  have  had  to  make  excuses  for  the  system  to  the  people  it  was  designed  to 
serve.  That  the  new  system  is  not  living  up  to  its  billing  is  an  understatement. 
The  representations  made  and  the  arguments  advanced  for  its  enactment  simply 
have  neither  been  fulfilled  fully  in  practice  nor,  in  my  judgment,  do  they  appear 
likely  to  be  fulfilled  in  the  foreseeable  future.  In  addition,  there  can  be  no  dispute 
that  this  program  has  been  one  of  a  very  substantial  magnitude  to  implement. 
Neither  is  there  question  that  the  multitude  of  amendments  and  adjustments 
desperately  made  in  the  legislation  has,  in  some  instances,  aggravated  rather 
than  relieved  the  complexity  of  the  problems. 
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However,  in  the  judgment  of  this  State  Administrator,  the  implementation 
and  administration  of  the  Supplementary  Security  Income  Program  has  not  re- 
sulted in  either  an  efficient  nor  a  responsive  system  to  meet  the  economic  needs 
of  our  older  citizens. 

In  the  huckstering  of  the  program,  a  great  deal  was  made  of  the  supposed 
efficiency  of  the  Social  Security  System.  My  own  judgment  is  that  we  confused 
the  "efficiency"  with  the  "humanity"  of  the  system.  The  presumed  efficiency  of 
the  Social  Security  Administration  overlooked  the  fact  that  retirees  or  survivors 
whose  lifetime  personal  and  earning  record  was  already  on  file  with  the  system, 
waited  weeks  to  receive  benefits.  To  the  contention  that  this  Nation's  elderly, 
blind  and  disabled  recipients  could  not  endure  the  painfully  slow  functioning 
of  such  a  system  came  the  response  that  $100  would  be  available  in  an  emergency 
to  meet  the  needs  of  an  applicant.  This  ignored  the  fact  that  $100  scarcely  meets 
the  absolutely  minimum  needs  of  any  applicant  for  three  weeks  and  there  was 
no  indication  whatsoever  the  new  system  could  respond  in  that  length  of  time.  It 
further  overlooked  the  more  important  fact  that,  unlike  wage  earning  retirees 
and  survivors  of  annuitants,  the  SSI  applicant  was  destitute  usually  the  day 
he  came  to  apply  for  aid  if  indeed  he  had  not  w^aited  for  weeks  in  destitution 
before  application  was  made.  The  typical  applicant  of  benefits  imder  State  pro- 
grams for  the  aged,  blind  and  disabled  did  not  ask  for  help  in  advance  of  when 
he  needed  it  or  even  on  the  day  when  he  needed  it  but  generally  he  made  ap- 
plication long  after  the  need  had  arisen  having  held  onto  a  hope  that  depend- 
-ency  upon  a  public  system  of  support  would  not  be  necessary. 

I  do  not  speak  with  an  impractical  longing  for  a  kind  of  program  administra- 
tion not  attainable  in  reality.  I  speak  of  our  own  ministering  to  the  needs  of 
aged,  blind  and  disabled  in  a  State  of  1,744,000  people  where  twenty-seven  field 
offices  were  able  to  take  immediate  action  upon  receipt  of  an  application  for  aid 
and,  through  the  use  of  computer  terminals,  cause  a  check  to  be  written  at  our 
Central  Office  and  mailed  within  twenty-four  hours  to  a  recipient.  This  system 
had  been  in  operation  since  1970  and  still  serves  our  family  category  of  welfare 
recipients  in  this  fashion. 

Of  course,  the  Social  Security  Administration  can  "out-computer"  anything 
the  State  of  West  Virginia  has,  but  I  suggest  in  the  administration  of  their 
automatic  data  system,  the  Social  Security  System,  including  the  Supplemental 
Security  Income  Program,  has  vastly  over-centralized  the  input  of  data  to  one 
point  making  the  output  inefficiently  and  unresponsively  slow  and  cumbersome. 
Indeed,  their  system  might  be  aptly  characterized  as  having  "constipated  com- 
puters." This  over-centralization  has  perhaps  resulted  from  a  penchant  for  a 
"fail  safe"  system  where  so  much  automated  cross  checking  would  be  done  that 
an  ineligible  recipient  could  never  slip  through.  While  none  of  us  except  the 
system  to  be  responsive  to  the  point  of  recklessness  where  the  integrity  of  the 
recipients  as  a  group  is  suspect,  I  would  suggest  that  since  by  far  most  applicants 
are  honest,  the  new  system  would  hurt  less  people  if  it  sent  checks  first  and  let  the 
computer  tapes  fraternize  later. 

We  built  our  system  of  mandatory  supplemental  aid  and  medicaid  eligibility 
on  the  promise  of  a  prompt  transfer  of  computer  tapes  to  the  State  concerning 
eligible  SSI  recipients.  Not  only  is  the  determination  of  eligibility  and  transmis- 
sion of  the  first  check  delayed,  but  when  the  taped  information  arrives  it  is 
usually  in  error  due  to  a  change  of  circumstances  or  other  causes. 

For  example,  some  cases  appear  one  month  on  the  list  but  are  omitted  the  next 
month  even  though  they  are  still  receiving  an  SSI  check.  In  other  cases  we  find 
they  have  received  checks  for  several  months  and  not  appeared  on  a  computer 
tape  by  which  we  can  issue  a  medical  card. 

The  efficiency  of  the  former  system  has  been  lost  in  another  respect.  Our  aged, 
]>Mnd  and  disabled  recipients  had  the  option  in  West  Virginia  of  authorizing 
the  deduction  from  their  assistance  check  for  the  cost  of  food  stamps. 

This  spared  them  the  expense  and  inconvenience  of  a  separate  trip  to  pur- 
chase their  food  stamps  at  a  welfare  office  or  )>ank.  The  stnmps  were  availahif 
at  their  mail  boxes  rather  than  at  the  County  seat.  Sixty-five  percent  of  all 
eligible  adult  recipients  used  the  "check  off"  system.  By  withdrawing  this  serv- 
ice under  the  Federal  system,  participation  in  the  program  has  dropped  by 
10.1%.  from  WA^n  households  to  13,893. 

About  the  termination  of  mail  issuance  the  daughter  of  an  aged  SSI  recipient 
in  Kanawha  County,  West  Virginia,  said  "you  finally  did  one  thing  right  and 
now  yon  have  stopix-d  that."  Tlie  result  is  that  we  have  taken  away  an  impor- 
tnnt  service  from  a  needy  segment  of  society  which  has  also  been  hurt  the  most 
by  inflation. 
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Not  only  has  the  supplemental  Security  System  been  wrongly  presumed 
as  being  efficient,  but  its  efficiency  is  now  marred  by  the  States  being  forced  to 
duplicate  the  service  of  economic  support  to  this  critical  category  of  persons. 
In  this  age  when  helping  agencies  are  rightfully  faced  with  the  question  of  how 
much  help  they  really  deliver  to  the  poor,  we  should  not  put  ourselves  in  the  posi- 
tion or  posture  of  duplicating  each  other's  efforts.  I  was  one  who  was  personally 
convinced  that  the  economic  support  of  aged,  blind  and  disabled  persons 
should  and  could  be  borne  by  the  Federal  Government.  That,  not  only,  is  not 
being  done,  but  the  trend  has  been  established  toward  the  reinstitution  of  state 
programs  for  essential  economic  aid  in  order  that  human  needs  may  be  ade- 
quately met.  This  is  particularly  true  in  the  aid  to  the  disabled  category. 

Thus,  we  have  both  the  State  and  Federal  Governments  expending  resources 
needed  by  poor  people  on  mechanisms  for  the  delivery  of  those  benefits  to  them. 

I  have  already  commented  upon  the  time  delay  from  the  point  of  application 
to  the  receipt  of  help.  The  delay  seems  to  be  taken  as  tolerable  and  normal  by  an 
organization  (Social  Security)  which  relies  upon  retroactive  benefits  to  achieve 
in  justice  what  it  lacks  in  responsiveness.  While  it  is  commendably  fair  that  ap- 
plicants be  paid  from  the  point  of  application  this  ignores  the  fact  that  forced 
starvation  is  not  remedied  by  deferred  but  accelerated  consumption. 

Our  State  Commission  on  Aging  reports  that  their  referrals  to  the  Social 
Security  Administration  have  experienced  an  average  of  three  months'  delay 
between  time  of  application  and  receipt  of  the  first  check. 

Contributing  to  the  unresponsiveness  of  the  system  is  its  inaccessibility  to 
many  persons.  Whereas  State  benefits  were  available  through  offices  in  all  of 
our  fifty-five  counties,  SSI  applicants  are  served  by  only  fifteen  offices.  Itinerant 
visits  to  additional  localities  in  the  State  do  not  correspond  with  the  unscheduled 
and  unplanned  poverty  experienced  by  most  potential  applicants. 

I  would  like  to  point  to  three  major  obstacles  which  confront  individuals  who 
by  common  sense,  non-technical  standards  of  eligibility  are  now  excluded  from 
the  system. 

The  first  obstacle  is  the  property  limitation  regulations  which  count  land  ad- 
jacent to  an  applicant's  dwelling  as  part  of  his  assets  and  not  as  part  of  his 
homestead  exemption.  This  land  frequently  is  assessed  or  valued  by  some 
optimistic  evaluator  as  worth  in  excess  of  the  $1,500  statutory  maximum.  While 
some  regions  do  appear  to  interpret  the  homestead  as  including  all  land  adjacent 
to  the  dwelling  if  the  composite  value  is  less  than  $25,000,  this  intrepretation 
does  not  appear  to  be  universally  shared  by  all  Social  Security  District  Offices. 
In  a  rural  State  such  as  West  Virginia  this  interi)retation  has  had  a  worse  effect 
than  the  lien  laws  which  we  had  long  ago  abandoned  and  which  were  condemned 
by  the  SSI  statute. 

The  second  obstacle  Is  an  unrealistic  qualification  level  of  help  for  the  dis- 
abled. This  is  one  of  the  most  personally  disappointing  revelations  of  the  new 
SSI  system. 

The  interpretation  of  the  Title  XVI  standards  which  must  be  applied  prospec- 
tively by  the  Social  Security  Administration  and  retroactively  to  all  recipients 
who  came  into  a  State  system  after  .Tuly  1,  1074,  will  mean  that  many  persons 
considere<l  qualified  for  aid  by  the  States  will  now  not  be  helped.  While  it  is 
recognized  that  perhaps  as  a  standard  the  Congress  could  not  take  the  most 
generous  interpretation  of  the  fifty  State  welfare  jurisdictions,  I  submit  that 
the  qualifications  being  used  under  Title  XVI  are  totally  unrealistic  in  several 
respects  and  compel  the  creation  of  a  supplemental  state  system  for  the  Federal 
SupiJlementary  Security  Income  System.  If  that  sounds  confusing  to  those  of  us 
who  are  in  the  program,  think  of  what  it  must  sound  like  to  a  person  who  has 
been  determined  by  his  physician  to  be  disabled  and  certified  by  his  banker  to 
be  penniless. 

This  disparity  results  from  both  matters  of  regulation  and  attitude  of  admin- 
istration. Specifically,  since  1970.  West  Virginia  had  afforded  categorical  aid  to 
the  disabled  where  the  prospective  disability  period  was  six  months  or  more. 
The  Federal  standard  of  prospective  disability  is  one  year,  meaning  that  the 
disability  must  virtually  be  permanent  or  else  it  will  not  be  federally  attended. 
A  further  specific  qualification  has  to  do  with  the  intelligence  quotient  where  in 
West  Virginia  we  felt  that  the  I.Q.  level  of  65  was  distressingly  rigorous  as  a 
level  above  which  self-support  could  be  presumed.  The  Federal  presumptive  level 
of  disability  is  an  I.Q.  of  49.  While  we  would,  of  course,  hope  that  a  maximum 
numl>er  of  those  with  less  than  average  I.Q.  could  be  self-supporting  and  edu- 
cable.  deprivation  from  federally  supported  programs  does  not  lead  us  to  a 
realization  of  that  hope. 
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In  administering  the  State  categorical  disability  program  prior  to  SSI,  we 
'iound  our  approval  rate  of  applicants  to  be  approximately  70%.  The  SSI  ap- 
proval rate  is  estimated  to  be  35  to  40%  and  very  few  applicants  are  approved 
presumptively  by  a  District  Office.  Our  field  staff  approved  on  the  average  about 
40%  of  all  applicants  on  a  presumptive  basis,  considering  the  social  and  medical 
■data  available  while  further  documentation  was  secured.  The  experience  gained 
from  this  approach  did  not  accelerate  and  expand  an  ever-growing  case  load.  The 
disabled  case  load  at  the  time  of  conversion  was  within  2i/^%  of  its  level  of 
three  years  earlier. 

Thus,  to  maintain  even  the  minimal  program  of  support  to  the  disabled  which 
West  Virginia  had  prior  to  January  1,  1974,  we  will  be  compelled  to  implement 
a  new  State  category  of  assistance  to  the  disabled  to  complement  elusive  federal 
categorical  help  under  SSI.  If  the  goal  of  the  new  Federal  program  was  to 
■eliminate  or  reduce  federal  support  to  this  former  category  of  state  recipient  or 
to  shift  this  burden  to  state  and  local  governments,  then  that  result  will  be 
achieved. 

A  third  obstacle  in  the  qualifications  for  the  new  program  has  to  do  with  what 
was  called  in  our  State  program  "the  essential  person  provision."  Under  the  new 
Federal  program  each  person  in  the  household  must  qualify  separately  in  order 
to  be  included  in  the  Federal  grant.  This  is  contrasted  to  the  practice  of  many 
States  including  West  Virginia  where  the  spouse  of  an  eligible  recipient  was 
included  in  the  grant.  This  means  that  a  65-year  old  SSI  recipient  who  is  married 
to  a  63-year  old  spouse,  will  be  expected  to  live  on  a  grant  payment  of  $146 
"Which  has  been  declared  an  adequate  amount  for  just  one  person  unless  that 
spouse  is  blind  or  disabled.  Under  the  State  program,  this  situation  would  have 
called  for  a  grant  payment  to  a  household  of  two  persons.  While  the  effect  is 
slightly  ameliorated  by  the  Federal  food  stamp  benefits  which  are  progressively 
generous  to  larger  household  units  and  those  with  lower  household  income,  the 
3nore  substantial  loss  is  the  medical  benefits  which  are  no  longer  available  to 
the  spouse.  Thus,  those  spouses  of  persons  declared  eligible  for  full  federal  sup- 
port, are  deprived  of  both  cash  assistance  to  allow  them  to  continue  to  live  with 
their  SSI  recipient  spouse  and  the  medical  support  which  is  so  vital  to  every 
person  in  an  assisted  household. 

CONCLUSION 

I  would  like  to  conclude  with  the  following  observations.  The  first  deals  with 
^administration,  the  second  with  operation. 

First,  despite  the  problems  discussed  above  I  realize  that  we  cannot  "turn 
hack  the  clock"  in  this  matter.  However,  I  would  strongly  suggest  that  the  pro- 
gram could  more  effectively  be  administered  by  states  under  contract  with  the 
Social  Security  Administration.  In  federalizing  aid  to  the  aged,  blind  and  dis- 
abled, impressive  statistics  can  be  marshaled  to  show  significant  strides  being 
made  to  reduce  the  incidence  of  poverty  in  America.  But  given  the  same  increases 
in  resources  and  federal  encouragement  for  improvements  and  standardization 
in  State  systems,  a  more  efficient  and  responsive  system  not  only  was  possible 
I)ut  was  in  fact  being  realized  in  many  places. 

Failing  a  contractual  decentralization  of  administration  to  the  States,  a 
genuinely  regional  system  of  federal  administration  should  be  substituted  for 
the  present  over-centralization. 

My  second  observation  concerns  the  actual  operation  of  the  program.  A  variety 
of  needed  policy  chnnges  must  be  instituted  before  the  goals  of  the  program  can 
be  met,  irregardless  of  who  administers  it. 

To  be  specific,  the  elderly,  blind  and  disabled  poor  need  help  promptly. 
Precious  weeks,  days  and  even  hours  of  their  lives  should  not  be  sacrificed  to 
achieve  a  "fail  safe"  system  of  aid.  Help  should  be  accessible  by  the  adequacy 
of  offices  where  decisions  can  be  made  and  help  delivered  close  to  the  site  of  the 
need.  Food  stamps  should  continue  to  be  made  available  on  the  same  economic 
basis  for  SSI  recipients  as  any  other  Americnn  and  his  privilege  of  having  the 
stamps  mailed  to  him  should  be  offered  by  the  Federal  Government.  Common 
sense  eligibility  requirements  should  prevail  and  we  should  not  disqualify  a  per- 
son because  he  has  not  commercialized  the  property  in  which  he  resides.  The 
expectation  of  self-support  must  be  more  realistic  in  both  standards  of  disability 
and  qualifying  the  spouse  for  cash  assistance  and  medical  benefits. 

In  short,  I  am  strongly  recommending  a  new  pattern  of  administration  for  the 
program  and  a  more  rational  set  of  policy  standards.  Otherwise,  we  sh.all  be 
faced  with  ever-mounting  bureaucratic  chaos  which  in  practice  is  translated  into 
serious  and  in  some  cases  tragic  deprivation  for  the  unfortunate  people  whom  we 
desire  to  help. 
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Mr,  Affeldt.  Commissioner,  I  would  like  to  congratulate  you  and 
the  other  witnesses  for  making  very  powerful  presentations. 

Now,  I  would  like  to  submit  some  questions  on  behalf  of  Senator 
Church,  and  I'll  start  with  Commissioner  Flowers. 

The  first  question  is  this.  The  law  on  regulations  governing  SSI 
gives  very  little  incentive  to  the  States  to  supplement  the  Federal 
payment. 

From  the  States'  viewpoint,  how  could  this  incentive  be  incorporated 
into  the  law  to  encourage  them  to  make  supplementary  payments  ? 

Mr.  Flowers.  Sir,  I  don't  think  that  the  States  will  be  very  much 
encouraged  to  supplement  until  some  of  the  gaps  in  helping  people 
initially  are  met. 

For  instance,  I  think  it  is  a  much  greater  concern  to  my  colleagues 
and  State  administrators  that  people  are  waiting  3  months  to  get  their 
help  initially,  more  so  than  getting  additional  money  to  those  that  are 
already  in  the  program. 

Second,  we  are  more  concerned  that  disabled  people  which  we  for- 
merly could  help  under  our  State  assistance,  are  not  going  to  be  helped 
under  the  new  system,  and  I  think  until  some  of  these  gaps  are  met, 
until  the  system'  becomes  responsive  to  meeting  the  economic  needs, 
and  as  Mr.  Ossof sky  has  so  well  stated,  the  social  service  needs,  then  I 
don't  think  avo'11  got  much  attention  to  further  impr-ovement  by  State 
supplementation. 

Mr.  Affeldt.  Second,  we've  heard  a  great  deal  of  criticism  with  re- 
gard to  the  fair  market  value  limitation  concerning  a  home  for  an  SSI 
recipient. 

Now,  it's  $25,000.  Would  you  have  any  suggestions  for  improving 
this  particular  aspect  of  SSI  ? 

Ho:\rESTEAD  ExEMPTioxs  Vary 

Mr.  Flo\vers.  I  think  a  matter  of  interpretation  would  help  in  this 
regard.  I  don't  quarrel  as  much  with  the  $25,000  limitation,  as  I  do 
the  policy  in  some  districts,  at  least,  of  excluding  all  except  the  lawn 
around  the  home  as  part  of  that  $25,000  homestead. 

In  other  words,  what  is  hapnening  in  some  districts  is  that  if  a  per- 
son lives  on  a  small  parcel  of  land,  maybe  8,  5,  6  acres,  only  the  lawn 
is  considered  as  part  of  his  exempt  homestead,  and  the  rest  of  the 
propertv  is  valued  commercially. 

In  other  instances,  in  other  Southern  States,  we  have  an  aggravation 
of  this  where  virtually  worthless  pi-operty  is  excluded  from  the  home- 
stead exemption.  I  tliink  a  matter  of  policy  interpretation  that  was 
uniform  throughout  the  country  which  preserved  intact  to  the  indi- 
vidual the  property  adiacent  and  contiguous  with  his  residence  would 
help  relieve  this  disqualifying  factor  that's  presently  being  experienced 
by  manv  people. 
'  Mr.  Afff.ldt.  Let  me  pose  this  question  to  all  four  panel  members. 

Do  you  think  it  might  be  desirable  to  have  varying  fair  market  value 
rates  to  take  into  account  the  substantial  difference  in  the  cost  of  living 
with  regard  to  the  various  recfions  of  the  TTnited  States?  For  example, 
a  house  m  Washinofton.  D.C.  or  Ncav  York  State  wou"!d  be  valued  at 
a  substantially  hiqfher  level  than  perhaps  some  small  niidwestern  com- 
munity. This,  of  course,  can  have  very  dramatic  impact  on  SSI 
recipients. 
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Who  wants  to  proceed  first? 

Mr.  Floavers.  Let  me  just  continue  and  respond  to  that.  I  think  it's 
very  difficult — we  know  that  there  are  certain  regional  variations  in 
the  cost  of  some  items,  but  even  within  my  own  State  we  have  such 
vast  differences  in  property  valuations. 

For  instance,  the  community  of  Charleston,  W.  Va.,  where  the  State 
capital  is,  property  there  is  atrociously  high,  and  I  understand  com- 
pares with  the  Washington,  D.G.  area,  for  instance,  while  in  other 
parts  of  our  State  we  do  not  experience  such  inflated  values  so  even 
within  very  confined  geographic  regions  I  think  you  get  wide  varia- 
tions, and  wo  need  to  remember  that  one  of  the  reasons  for  the  fed- 
eralization was  to  get  some  standardization  so  that  there  wouldn't  be 
the  dispai'ity  in  eligibility  criteria  from  one  community  and  one  State 
to  another. 

We  had  50  different  standards  before.  Now.  I  think  we  need  to  bo 
very  careful  in  trying  to  achieve  what  would  be  equity  among  all  re- 
gions, of  the  country,  that  we  not  find  ourselves  with  such  disparate 
systems  in  the  future. 

Mr.  Fahey.  I  think  the  fundamental  public  policy  issue  that's  in- 
volved in  this  is  that  we  should  have  a  basic  floor  that  is  equitable.  The 
floor  should  be  of  such  a  nature  that  it  would  be  reflected  in  the  dif- 
ferent standards  of  living  throughout  the  United  States. 

Mr.  Affeldt.  Mr.  Greenstein,  do  you  want  to  answer  that  question  ? 

Mr.  Greenstein.  No,  thank  you. 

Mr.  Affeldt.  Jack  Ossof sky  ? 

Mr.  OssoFSKY.  No,  I  concur  with  Mr.  Flowers. 

Mr.  Affeldt.  Let  me  just  read  this  into  the  hearing  record.  This  is 
for  your  benefit.  Mr.  Flowers. 

Senator  Randolph  regrets  that  he  cannot  be  present  to  greet  you 
and  to  hear  your  testimony,  but  he  sends  his  best  wishes. 

Mr.  Flowers.  Thank  you. 

Mr.  Affeldt.  John,  do  you  want  to  ask  any  questions  ? 

Mr.  Miller.  No  questions. 

Mr.  Affeldt.  This  question  is  directed  to  Jack  Ossofsky. 

Coordination  With  Social  Services  Confused 

Since  there's  been  considerable  confusion  about  the  coordination  of 
services  within  the  SSI  program,  because  SSI  is  administered  at  the 
Federal  level  and  the  States  are  responsible  for  providing  social  serv- 
ices, do  you  believe  that  the  title  VI  social  services  program  could  be 
coordinated  with  SSI  in  a  workable  fashion  ? 

That's  point  1.  If  so,  how  can  this  be  accomplished  ? 

Mr.  OssoFSKY.  The  answer  to  the  first  question  is  yes,  and  as  a  mini- 
mum, it's  possible  to  even  work  out,  it  seems  to  me,  a  modus  operandi 
where  there  were  outstation  Social  Securitv  office  representatives  of 
the  local  welfare  department  and  county  welfare  department. 

That  won't  necessarily  solve  the  problem,  but  if  there  were  a  work- 
ing relationship  of  that  sort,  it  would  be  possible  for  the  referrals  to 
be  made  at  one  time. 

Second,  it's  possible  to  take  a  more  aggressive  position  about  re- 
ferrals that  come  to  the  attention  of  tlie  Social  Security  offices.  We 
have  a  number  of  instanops  rof erred  to  us,  some  referred  to  in  the 
testimony,  in  which  there  simply  was  no  attempt  to  make  the  referral 
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'even  though  someone  came  in  and  asked  for  help,  and  it  seems  to  me 
that  it's  a  question  of  motivating  the  staff  and  also  having  an  adequate 
amount  of  staff  to  take  care  of  the  sensitivity  toward  the  human  sur- 
face aspect. 

Back  in  1969  or  so,  when  we  did  the  original  Project  FIND  report, 
based  on  a  survey  of  some  50,000  older  poor  people,  we  pointed  out  at 
that  time  that  a  step  to  a  unified  system  of  approach  would  be  to  see 
to  it  that  there  was  coordination  between  the  welfare  departments 
and  the  Social  Security  offices,  with  the  hope  of  establishing  one  re- 
ferral point  in  a  community  where  a  person  could  come  and  have  a 
well  stocked  service  center,  get  his  cash  benefits  and  also  get  liis  re- 
ferrals to  the  appropriate  agency. 

That  doesn't  mean  that  all  of  the  social  workers  have  to  be  housed 
in  a  Social  Security  office,  but  let's  stop  forcing  the  older  people  to  go 
shopping,  and  create  at  least  one  stop  where  they  know  they  can  come 
for  information  and  assistance,  with  some  f oUowup. 

Certainly  it's  possible  to  be  done  if  we  want  to  do  it. 

The  other  thing  that  seems  to  me  needs  to  be  done  is  to  see  that  the 
title  VI  regulations  are  enforced — that  we  take  some  aggressive  steps 
to  see  that  the  services  that  are  mandated  are  indeed  being  offered  and 
provided.  This  is  not  necessarily  the  case  across  the  country.  At  a 
minimum,  we've  got  to  see  that  these  services  are  made  available,  and 
:second,  that  people  are  informed  about  them. 

It  may  very  well  be  that  the  growth  of  area  agencies  on  aging  and 
information  referral  services  being  developed  by  the  Administration 
on  Aging  will  help  in  this  regard.  However,  most  of  those  agencies 
are  still  in  the  formative  stage. 

The  Social  Security  offices,  on  the  other  hand,  are  there. 

One  of  the  reasons  so  many  of  us  were  anxious  to  see  the  SSI  pro- 
gram created  and  administered  through  Social  Security  was  because 
the  Social  Security  office  had  a  very  positive  connotation  in  the  eyes 
of  older  people.  It  was  a  place  to  turn  for  assistance,  for  a  benefit,  for 
-a  right  to  work  title,  not  for  a  handout,  with  none  of  the  denigrating 
connotations  that  we  referred  to  earlier. 

Well,  if  indeed  we  were  to  maintain  that  kind  of  approach  and  see 
to  it  that  servicer  are  provided  with  a  similar  kind  of  positive  view, 
that  people  are  entitled  to  benefits,  because  those  benefits  have  been 
legislated,  then  I  think  people  would  turn  to  the  Social  Security  office 
which  offers  a  variety  of  social  service  in  the  community  which  it  ought 
to  serve. 

States  "Withdrew  Fuxds 

Let  me  just  add  one  other  point.  In  the  testimony  itself,  I  refer  to 
the  fact  that  we  had  hoped  that  when  SSI  was  created  the  States 
would  not  pull  back  the  funds  that  they  had  invested  in  the  past  in 
old  age  assistance,  would  indeed  supplement  SSI  where  needed,  and 
would  enhance  the  social  service  program.  This  is  not  taking  place  by 
and  large  across  the  country.  The  States  are  saving  that  money. 

There  is_  evidence  that  in  many  of  the  States  the  departments  of 
social  services  with  less  people  there,  are  giving  fewer  services.  Once 
and  for  all,  we've  got  to  begin  looking  at  people's  needs  in  our  country, 
particularly  the  needs  of  the  economically,  socially,  and  physically 
frail,  and  do  something  to  treat  people  with  a  sense  of  equity  and 
justice. 
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We  put  a  lot  of  emphasis  in  our  country  on  the  concept  of  inde- 
pendence. We  run  some  programs  that  emphasize  the  independent 
living  of  older  people,  but  the  fact  remains  that  at  certain  points  in^ 
people's  lives  they  may  become  dependent.  That's  not  a  crime.  That's- 
a  reality  of  our  society,  and  we  ought  to  see  to  it  that  people  get  what 
they  need  to  help  them  overcome  that  hurdle,  without  adding  a  sense 
that  they're  doing  something  terrible,  losing  faith,  losing  self-esteem 
by  getting  the  help  they  need. 

Can't  we  reach  out  to  the  people  in  need  to  give  them  the  help  they're 
entitled  to,  and  develop  a  mechanism  that  systematizes  and  coordinates 
all  of  the  efforts  at  one  time.  I  think  we  can  if  we  have  the  will  to. 
do  so. 

Mr.  Affeldt.  In  the  fall  of  1972,  the  Revenue  Sharing  Act  was 
passed,  and  there  were  about  nine  categories  set  aside  for  priority 
funding  among  the  localities.  One  was  social  services  for  the  elderly 
and  the  poor. 

Now,  we've  had  a  little  over  a  year  of  experience  with  revenue  shar- 
ing. In  your  judgment,  how  would  you  say  the  elderly  have  fared 
under  revenue  sharing? 

This  is  directed  to  Jack  Ossofsky. 

Mr.  Ossofsky.  All  of  the  evidence  indicates  that  less  than  1  percent 
of  revenue  sharing  is  going  to  the  elderly.  Now,  it  may  very  well  be 
that  the  elderly  are  benefiting  from  the  strengthening  of  police  depart- 
ments that  is  taking  place,  from  the  new  paddy  wagons  that  are  being 
purchased.  Some  of  them  may  even  be  riding  on  the  new  roads  that  are 
being  built  with  revenue  sharing,  but  the  fact  remains  that  cate- 
gorically, they  are  receiving  only  a  fraction  of  what  they're  entitled  to. 

Very  little  is  being  done,  for  example,  in  other  categories  of  revenue 
sharing  that  could  very  well  serve  the  elderly.  There  is  very  little  evi- 
dence that  the  other  categories  are  being  interpreted  in  such  a  way 
that  the  new  services  or  facilities  specifically  include  the  elderly. 

NCOA  undertook  a  study  of  revenue  sharing  and  we've  done  our 
best  to  encourage  conmiunity  groups  to  put  heat  on  the  local  govern- 
mental bodies,  to  alert  them  to  their  responsibility  in  this  regard. 

We  have  also  produced  a  technical  monograph  which,  I  must  say,., 
has  been  very  well  received,  describing  how  revenue  sharing  has  been 
used  in  a  number  of  communities.  I'll  be  happy  to  submit  a  copy  of; 
that  publication  for  the  record,  if  you  would  like  to  have  it.* 

Mr.  Affeldt.  Yes,  we  would. 

Revenue  Sharing  Not  Utilized 

Mr.  Ossofsky.  There  appears  to  be  no  significant  utilization  of 
revenue  sharing  to  enhance  social  services  for  the  elderly  or  the  poor. 

Now,  the  mixing  of  the  elderly  and  the  poor  in  one  category,  shows 
perhaps  some  sensitivity  on  the  part  of  some  legislators.  However, 
when  it  gets  down  to  the  local  scene,  "them  what  has  gets,  and  the 
elderly  what  ain't  got,  don't  get." 

Mr.  Affeldt.  Father  Fahey,  this  is  a  question  that  we  have  from 
Senator  Church. 
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Can  you  explain  how  SSI  has  affected  certain  residents  of  private,, 
nonprofit  retirement  homes?  How  has  the  implementation  of  SSI 
affected  recipients  who  reside  in  other  forms  of  housing  such  as  public 
housing? 

Mr.  Fahey.  The  Federal  Council  on  Agmg  has  responsibility  to^ 
study  interrelatedness  of  one  benefit  to  another.  It's  just  an  extremely 
difficult  problem  that  we  have  to  come  to  grips  with  as  a  Nation,  to 
integrate  eligibility  criteria  for  various  programs  properly. 

Mr.  Greenstein.  Could  I  just  add  one  other  quick  point  in  reference 
to  what  I  talked  about  earlier,  and  that  was  I  did  want  to  indicate  my 
sense  that  if  the  Congress  is  not  willing  to  enact  a  cash  out  along  the 
lines  that  we  discussed  earlier,  and  is  interested  in  retaining  food 
stamp  eligibility  for  SSI  recipients,  then  my  sense  would  be  that  the 
best  route  to  go  would  be  to  make  the  present  provision  permanent ; 
the  present  provision  that's  been  extended  for  1  more  year  indicates 
that  in  all  States  SSI  recipients  are  either  eligible  for  food  stamps  or 
are  eligible  for  a  cash  out.  I  don't  really  think  there  are  many  com- 
plaints with  the  present  provisions  other  than  the  problems  that  we 
talked  about  namely,  that  a  lot  of  people  who  are  eligible  for  food 
stamps  are  not  enrolled  in  the  program.  So  if  the  Congress  Avants  to 
retain  food  stamp  eligibility  for  SSI  recipients,  I  feel  the  best  route 
would  be  to  make  the  present  arrangement  permanent,  although  I 
think  the  cash  out  is  still  the  ideal  solution. 

Mr.  Miller.  If  you  extended  the  current  provision,  would  you  leave 
open  the  option  for  States  to  cash  out  at  any  time  if  they  desired  to  ? 
Mr.  Greenstein.  Yes,  I  have  a  little  note  on  this  in  my  testimony. 
I  think  the  two  technical  changes  I  would  make  are,  I  would  reopen 
cash-out  options  so  that  a  State  could  decide  at  any  time  to  cash  out, 
and  this  involves  a  lot  of  decisions  in  terms  of  adjusted  payment  levels 
and  so  forth.  The  State's  going  to  look  at  its  own  interests  in  this 
matter,  but  I  think  tliat  if  we're  going  to  keep  food  stamp  eligibility, 
tlien  tlie  option  should  be  left  open  so  that  the  State  can  at  any  time 
decide  to  switcli  to  the  cash-out  route. 

Additionally,  I  think  that  the  dollar  value  of  the  cash  out  should  be 
changed  so  that  instead  of  having  the  cash  out  based  on  the  average 
food  stamp  bonus  as  of  January  1972,  we  have  either  of  two  things — 
we  have  either  a  food  stamp  cash  out  based  on  tlie  current  average 
bonus  level,  or,  if  we're  going  to  have  just  a  small  number  of  States 
doing  the  cash  out,  that  we  have  a  provision  whereby  there  is  simple 
calculation  at  the  time  that  each  State  that  chooses  to  cash  out  goes 
to  the  cash  out.  This  would  be  a  simple  calculation  to  determine  the 
average  food  stamp  bonus  for  which  SSI  recipients  in  a  particular 
State  qualify  as  of  the  month  that  that  State  converts  from  food 
stamps  to  a  cash  out. 

Inequities  in  Cash-Out  Program 

Mr.  Miller.  Wouldn't  that  lead  to  the  kind  of  inequities  and  create 
some  of  the  problems  that  we  haven't  really  resolved — I  mean  as  a 
contrast  to  a  once-and-for-all  cash-out  program  such  as  you  have 
reconnnended ? 

Mr.  Greenstein.  It's  the  same  issue  again,  of  simplification  versus 
complexity,  but  I'm  not  sure  the  complexities  necessarily  are  inequi- 
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ties.  The  reason  I'm  suggesting  this  is  that  it  seems  to  me  that  if  you're 
not  going  to  update  the  cash-out  formula — it's  now  based  on  January 
1972  food  stamp  bonuses— then  you've  got  an  inequity.  The  inequity 
results  from  the  fact  that  SSI  recipients  in  States  that  do  not  have  high 
State  supplements  are  entitled  to  food  stamp  bonuses  that  are  greater 
than  the  10  currently  provided  by  the  cash  out,  and  there's  an  inequity 
to  those  people  if  they  lose  a  $16  food  stamp  bonus— perhaps  $20  or 
$25,  if  they  have  deductions — to  get  a  cash  out  that's  only  $10. 

Mr.  Miller.  I  understand  that,  but  as  I  understood  your  suggestion 
a  few  moments  ago,  it  would  be  optional  to  the  State  at  almost  anytime 
which  would  tend  to  perpetuate  that. 

Mr.  Greenstein.  I  don't  think  that  a  State  option  itself  leads  to  an 
inequity.  The  food  stamp/SSI  provision  which  was  originally  passed 
last  De'cember  and  which  is  now  still  in  effect,  basically  froze  the  cash- 
out  option.  Under  the  original  H.R.  1,  there  was  a  cash-out_ option  and 
I  really  don't  think  giving  a  State  that  option  is  an  inequity. 

The 'inequity  in  the  original  bill — H.R.  1 — was  that  the  State  had 
that  option  but  didn't  have  to  take  it.  If  a  State  didn't  adopt  this  cash- 
out  option,  the  people  didn't  get  any  food  stamps  either.  They  got 
nothing.  That  was  the  problem  in  the  original  bill. 

Mr.  Miller.  Perhaps  I'm  still  misunderstanding  the  point  you're 
making.  Under  the  option  you're  speaking  about,  the  State  could  opt 
for  the  cash  out  next  year  at  an  appropriate  level.  Another  State  could 
opt  out  5  years  later,  at  another  level. 

Mr.  Greenstein-.  I  see.  That's  a  good  point.  There's  a  point  I  made 
in  my  written  testimony  that  addresses  that.  The  question  is  if  you 
cash  "out  food  stamps  and  you  only  cash  them  out  at  $10  or  some  other 
figure,  and  in  the  meantime  food  stamp  bonuses  continue  to  rise  as 
food  prices  rise,  isn't  it  inequitable  to  people  who  are  cashed  out  at  an 
earlier  point  in  time  because  they're  left  at  the  level  they  were  cashed 
out  at  several  years  ago. 

I  think  the  answer  to  that  question  is  to  have  a  regular  cost-of- 
living  adjustment  for  the  entire  SSI  payment,  including  State  supple- 
ments and  including  a  cash  out.  If  you  had  a  regular  cost-of-living 
adjustment,  I  think  that  would  settle  this  issue  and  there  wouldn't  be 
an  inequity. 

In  New  York,  the  current  SSI  payment  level  for  single  persons 
living  individually  is  $207  a  month.  That  includes  a  $10  cash  out,  but 
if  that  $207  a  month  were  adjusted  every  6  months  or  every  year  ac- 
cording to  increases  in  the  Consumer  Price  Index  or  some  other  appro- 
priate index,  which  after  all  covers  food  as  well  as  other  items,  then 
that  whole  amount  would  increase,  and  I  think  that  would  deal  with 
this  issue  and  eliminate  the  inequities.  If  this  procedure  were  adopted, 
the  cash-out  payment  would  not  remain  static  while  food  prices  and 
food  stamp  bonuses  rose. 
INIr.  Affeldt.  Thank  you. 

With  that,  we  will  adjourn  subject  to  the  call  of  the  Chair.  Thank 
you  very  much. 

[Wliereupon  the  hearing  was  adjourned  at  4  p.m.] 
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Appendix  1 
ADDITIONAL  MATERIAL  FROM  WITNESSES 

PREPARED   STATEMENT   OF   THE  NATIONAL  RETIRED  TEACHERS 
ASSOCIATION   AND   THE   AMERICAN   ASSOCIATION   OF   RETIRED 

PERSONS- 
INTRODUCTION 

Fundamental  to  the  legislative  program  of  our  organizations,  the  National 
Retired  Teachers  Association  and  the  American  Association  of  Retired  Persons, 
is  the  belief  that  the  various  programs  of  income  maintenance  and  income  re- 
placement must  be  structured  and  regulated  so  as  to  assure  that  the  highest 
standard  of  living  experienced  by  aged  or  disabled  persons  in  the  years  im- 
mediately prior  to  retirement,  death  of  spouse  or  disability  will  be  continued  and 
maintained.  In  order  to  achieve  our  organizations'  goal,  the  various  components 
of  the  existing  income  structure  must  be  perfected. 

At  the  present  time,  this  structure  includes  the  Supplemental  Security  Income 
Program,  intended  to  provide  every  aged,  blind  and  disabled  person  with  a  basic 
floor  of  income  protection,  the  earnings  replacement  and  annuity  programs  such 
as  Old  Age.  Survivors  and  Disability  Insurance,  civil  service  and  railroad  retire- 
ment, supplemental  private  pension  programs,  income  from  productive  labor  and 
programs  and  preferences  designed  to  prevent  substantial  reductions  in  income 
as  a  result  of  income  and  property  taxes  and  health  care  expenses.  The  focus  of 
attention  of  this  I'repared  Statement  is  the  SSI  income  maintenance  program. 

Our  organizations  actively  supported  and  promoted  the  October  1972  enact- 
ment of  the  Supplemental  Security  Income  program  and  consider  it  to  be  positive 
evidence  of  the  continuing  federal  commitment  to  the  elimination  of  poverty 
among  our  aged,  blind  and  disabled  population.  We  also  feel  that  the  program 
illusti-ates  a  general  agreement  in  this  country  as  to  the  desirability  of  a  multi- 
level approach  to  income  security  for  these  groups.  Once  perfected,  our  organi- 
zations believe  that  the  SSI  program  will  provide  the  basic  floor  of  income  pro- 
tection on  which  may  be  built  an  adequate  income  structure. 

Our  organizations  vigorously  supported  the  use  of  general  revenues  to  finance 
this  income  redistribution  program  and  tlie  establishment  of  federal  eligibility 
standards  to  eliminate  inequitable  eligibility  variations  from  state  to  state  under 
tlie  old  state  programs  of  Old  Age  A.ssistance,  Aid  to  tlie  Blind.  Aid  to  the 
Permanently  and  Totally  Disabled,  and  Aid  to  the  Aged,  Blind  and  Disabled.  We 
also  supported  tlie  elimination  of  property  liens  and  "relative  responsibility" 
provisions  and  tlie  exclusion  of  the  individnars  home,  care,  personal  effects, 
household  good  and  furnishings  in  determinating  whether  an  individual  is  in 
need  of  the  income  maintenance  protection  of  the  SSI  program.  We  believed 
that  provisions  such  as  these  would  protect  the  personal  dignity  of  the  future 
SSI  recipients. 

Now  that  the  Supplemental  Security  Income  program  has  been  operational  for 
six  months,  and  having  participated  fully  in  the  implementation  efforts,  our 
organizations  have  come  to  recognize  that  the  SSI  program  is  in  need  of  further 
perfection — both  with  respect  to  its  administration  and  its  statutory  features.  We 
believe  that  the  program,  contrary  to  the  intent  of  Congress,  is  failing  to  provide 
cash  assistance  to  millions  of  potentially  eligible  individuals.  We  are  dissatis- 
fied with  certain  elements  of  the  statutory  income  and  resource  tests  which 
seriously  compromise  the  dignity  of  the  aged,  blind  and  disabled  poor.  We  are 
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even  more  dissatisfied  witli  what  we  consider  to  be  overly  restrictive  regulatory 
interpretations.  Finally,  we  are  dismayed  that  the  Congress  has  still  failed  to 
guarantee,  through  this  SSI  program,  an  income  floor  of  not  less  than  the  poverty 
threshold  While  we  are  encouraged  by  the  action  fallen  by  the  Senate  on  June  27 
to  amend  the  SSI  program  to  cost-index  the  income  floor  that  is  guaranteed,  and 
to  assure  that  cost-of-living  increases  will  be  passed  through  to  SSI  recipients,  ■ 
cost-indexing  will  merely  preser^'e  the  purchasing  power  of  the  existing  benefit 
levels  which  our  organizations  assert  are  inadequate.  It  should  not  be  too  much 
to  ask  that  the  aged,  blind  and  disabled  poor  be  guaranteed  an  income  sufficient 
to  lift  them  from  poverty. 

IMPLEMENTATION 

What  Has  Caused  the  Delays? 

Appearing  before  the  Senate  Finance  Committee  last  June,  Secretary  of 
Health.  Education  and  Welfare,  Casper  Weinberger,  defending  his  Department's 
role  in  implementing  the  SSI  pri)gram,  proclaimed  : 

.  ,  .  May  I  emphasize  that  the  planning  stage  is  over.  Right  now,  the 
Social  Security  Administration  is  working  with  state  and  county  welfare 
agencies  throughout  the  Nation  on  an  all-out.  urgent  basis.  The  law  requires 
that  we  complete  the  highly  complex  administrative  responsibility  of  imple- 
menting the  new  program  by  next  January,  and  we  will. 
An  equally  confident  tone  was  expressed  by  Acting  Commissioner  of  Social 
Security,  Arthur  Hess,  in  the  August  14,  1973  Commissioner's  Bulletin  : 

We  have  begun  to  take  claims  from  persons  who  will  be  newly 
eligible  next  Janua'i-y.  Our  current  thinking  is  that  the  receipt  of  these 
claims,  (called  "make  ready"  claims)  will  peak  in  the  October-December 
quarter.  We  expect  to  take  about  3.7.5  million  of  these  claims  this  fiscal  year 
so  that  (counting  the  conversion  cases)  we  will  have  an  estimated  6.2  mil- 
lion recipients  on  the  SSI  rolls  by  .Tune  30. 1974. 
Contrast  this  expressed  oittimism  with  the  facts  : 

1.  As  of  October  31,  1973— a  full  year  after  the  enactment  of  the  SSI  pro- 
gj-am — no  final  administrative  regulations  had  been  published  ; 

2.  The  conversion  process  which  was  to  be  completed  by  October,  1973,  was 
incomplete  at  the  time  of  the  implementation  of  the  program  ; 

3.  On  January  1,  only  21.5.000  additional  persons  had  been  added  to  rolls  over 
and  above  the  approximately  3  million  persons  eligible  for  state  public  assistance 
payments  in  December  1973. 

Our  Associations  do  not  wish  to  dwell  at  length  on  the  apparent  discrepancies 
between  the  official  forecasts  on  the  implementation  of  the  SSI  program  and  the 
actual  implementation :  however,  the  facts  raise  a  particularly  important  ques- 
tion— what  has  caused  the  delays? 

Reffulations 

As  of  October  31,  197-3— a  full  year  after  tlie  enactment  of  the  SSI  program- 
no  final  administrative  regulations  had  been  published,  while  five  of  twenty-one 
reserved  subparts  bad  been  published  as  proposed  rules.  To  date,  several  of  the 
reserved  subparts  are  still  regulated  through  interim  rules. 

A  number  of  factors  have  been  identified  as  having  a  bearing  on  the  slowness 
of  the  administrative  rule-m.aking  process.  One  which  deserves  special  mention 
is  the  stark  realization  that  when  Congress  enacted  this  program,  few  had 
knowledge  of  the  complexities  in  the  tangled  administration  of  Old  Age  Assist- 
ance, Aid  to  the  Blind  and  Aid  to  the  Permanently  and  Totally  Disabled 
throughout  the  .52  states  administering  the  grants-in-aid  programs.  Regulations 
could  not  be  written  without  some  factual  picture  of  what  was  happening  under 
the  old  programs,  and  it  took  some  time  to  compile  this  information  into  a 
coherent  presentation. 

At  the  same  time,  however,  the  lengthy  delay  in  choosing  a  permanent  Com- 
missioner for  the  Social  Security  Administration  during  the  Spring  and  Summer 
of  last  year  further  compounded  the  implementation  of  SSI.  Although  Acting 
Commissioner  Hess  did  all  within  his  power  during  his  interim  leadership  of  the 
Social  Security  Administration,  many  critical  decisions  were  delayed  during  the 
crucial  planning  stage  until  a  permanent  Commissioner  could  be  chosen.  Further- 
more, the  change  in  leadership  in  the  Social  Security  Administration  and  in  the 
Department  of  Health,  Education  and  Welfare  during  this  "tooling  up"  stage 
delayed  decisions  until  a  full  understanding  of  the  program  was  established  by 
the  new  appointees  in  line  with  their  other  responsibilities. 

At  this  point,  our  Associations  wish  to  emphasize  that  we  do  not  want  to  lay 
the  blame  for  delay  in  implementation  of  SSI  on  any  one  person  or  any  one 
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as-ency.  Rather,  we  suggest  that  the  developments  at  the  planning  and  imple- 
mentation stages  of  the  SSI  program  add  substantial  evidence  for  Congressional 
action  to  remove  the  Social  Security  Administration  from  the  Department  of 
Health,  Education  and  Welfare  and  to  insulate  its  leadership  from  the  pressures 
of  politics  as  proposed  in  S.  3143. 

Conversion 

The  magnitude  of  the  transfer  process  converting  previous  recipients  to  the 
new  program  can  only  be  appreciated  now  that  it  is  completed.  Our  Associations 
wish  to  commend  the  Social  Security  Administration  for  a  '\iob  well  done."  It  is 
easy  to  point  to  a  number  of  newspaper  articles  documenting  individunls  who 
did'  not  receive  checks  or  to  underscore  the  problems  of  one  state  or  another ; 
however,  on  the  whole,  the  conversion  process  was  adequately  administered. 

Should  this  Committee  find  question  in  the  conversion  process,  we  would  sug- 
gest that  the  lack  of  consistency  in  the  previous  grant-in-aid  programs  forced  the 
Social  Security  Administration  to  spend  a  great  deal  more  time  than  previously 
thought  necessary  in  sorting  out  the  data  given  by  the  states.  Furthermore,  in 
spite  of  the  wholehearted  cooperation  by  the  American  Public  Welfare  Associa- 
tion and  the  tremendous  assistance  of  this  group's  SSI  Transition  Committees, 
there  has  been  some  evidence  of  state  "foot  dragging"  in  compiling  dat.-i  to  be 
used  in  the  conversion  process  and  slowness  in  confirming  data  returned  from  the 
Social  Security  Administration. 

With  the  conversion  process  com.pleted,  and  with  praise  to  tlie  mnny  that 
made  this  enormous  task  a  reality,  our  Associations  would  only  nffer  Ibis  con- 
structive advice  to  HEW  and  SSA  spokesmen,  that  in  the  future,  they  be  willing 
to  tell  the  whole  truth  about  the  complicated  process  of  conversion  ratler  than 
broadly  brush  the  predictions  of  accomplishment  and  then  be  embarrassed  by  the 
few  reported  failures. 

Netv  ElUiihlrs 

Although  the  exact  size  of  the  population  eligible  for  Supplemental  Spcurity 
Income  grants  cannot  be  predicted  with  precision,  the  two  mo'^t  used  forecasts, 
i.e.  figures  developed  by  the  SSA  Office  of  Research  and  Statistics,  and  figures 
developed  by  the  Bureau  of  Social  Science  Research,  Inc.  are  substantiary  above 
the  confirmed  data  from  our  early  experience  under  the  Supplemental  Security 
Income  program. 

The  SSA  Office  of  Research  and  Statsitics  has  estimated  the  total  elisrible 
poprlation  for  basic  federal  SSI  grants  up  to  the  ,$140-210  standard  to  be  6.2 
million  prior  to  the  April,  1074  increase  in  Social  Security  benefits,  and  0  million 
after  the  April  increase.  These  estimates  were  developed  from  1071  data  for  a 
nationwi'^e  sample  of  households — taking  from  the  Current  Population  Survey 
of  the  U.S.  Bureau  of  the  Census — pro.iectcd  forward  to  a  1074  ba>^is.  The 
alternative  estimate  develo7)ed  by  the  Legal  Action  support  project  of  the  Bureau 
of  Social  Science  Research  utilized  the  income  data  of  aged  persons  reported  in 
the  1070  general  population  census,  by  state,  projected  forward  to  the  end  of  1073. 
This  estimate  forecasts  <"be  total  number  of  nersons  eligible  for  basic  federal  SSI 
benefits  at  the  $140/210  level  to  be  S.4  million  fnrior  to  the  April  1071  Social 
Securitv  increase)  and  thus  comparable  to  the  SSA  estimate  of  6.2  million.  In 
both  studies,  the  total  number  of  persons  potentially  eligible  for  state  supplemen- 
tation only  was  estimated  at  about  1.1  million  nationwide. 

Preliminary  data  released  by  the  Division  of  Supplemental  Security  Studies 
of  the  SSA  Office  of  Research  and  Statistics  indicate  : 

.  .  .  Over  3.2  million  people  received  Supplemental  Security  Income  bene- 
fits during  January  1074.  Of  these.  1.9  million  (58  percent)  were  awarded 
benefits  on  the  basis  of  age — 65  years  or  older — and  just  under  1.3  million 
(40  percent)   because  of  disability.  The  72.000  awards  based  on  blindness 
represented  only  2  percent  of  the  total.  Of  those  eligible  for  benefits,  approxi- 
mately 3  million  had  been  state  public  assistance  beneficiaries,  while  the 
rest  represented  new  awards  under  the  SSI  program. 
The  total  number  of  SSI  payments  had  risen  from  3,215.632  at  the  end  of 
January  to  3.236,000  in  February  and  to  3.333.000  by  the  end  of  March— a  three- 
month  increase  of  117,000.  If  the  number  of  converted  cases  remained  the  san  e 
from  January  through  March  (the  normal  attrition  rate  is  estimated  by  SSA  to 
be  about  one  percent  per  month),  then  the  number  of  newly-eligible  persons 
actually  receiving  SSI  benefits  grew  from  something  over  200,000  in  Januarv  to 
about  300,000  by  the  end  of  March. 

Contrast  the  payment  data  with  the  information  concerning  applicants.  As  of 
mid- April,  it  appeared  that  as  many  as  800,000  new  applicants  had  been  found 
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eligible  for  SSI  benefits  but  had  yet  to  receive  their  first  check.  By  the  first  week 
of  April,  SSA  district  offices  had  been  contacted  by  over  two  million  persons,  of 
whom  some  758,000  were  advised  before  filing  applications  that  they  were  not 
eligible  for  SSI  benefits,  so-called  "informal  disallowances."  The  total  number  of 
formal  applications  reported  by  April  3rd  was  1,333,644  of  which  72,615  had 
resulted  in  denials  of  eligibility  at  the  district  office  level  and  210,442  were 
listed  as  "claims  pending"'.  Although  the  figures  on  claims  denied  is  subject  to 
error,  as  some  of  these  could  be  changed  on  appeal,  it  appears  that  some  1.05 
million  new  applicants  had  been  found  eligible  for  SSI  benefits  by  the  beginning 
of  April. 

There  are  a  number  of  issues  which  this  Committee  should  consider  concerning 
the  apparent  difficulty  in  carrying  through  the  processing  of  new  applicants. 

Foremost  is  determining  the  status  of  eligibility  for  individuals  identified 
through  Project  SSI  Alert.  As  you  know,  regulations  specify  that  "payment  of 
SSI  benefits  will  be  made  for  the  month  of  application  and  each  subsequent 
month  thereafter"  when  eligibility  is  finally  established.  (Subpart  E,  Section 
416.501.  Federal  Register  for  March  4,  1974).  Although  a  change  has  been  made 
in  the  SSI-Alert  form,  many  of  the  persons  in  the  backlog  of  applications  were 
identified  through  Project-SSI  Alert  Form  SSA-f>73S  which  encouraged  the 
respondent  to  believe  that  he  had  made  his  initial  SSI  application  by  answei'ing 
the  questions.  However,  the  undated  and  luisigned  form  appears  not  to  meet  the 
criteria  of  a  formal  application,  even  though  the  SSI-Alert  volunteer  was 
instructed  to  terminate  his  interview  with  the  following  words  :  "You  do  not  have 
to  do  anything  now.  Someone  from  the  Social  Security  Office  will  get  in  touch 
with  you  (or  your  spouse)  about  an  application."  Our  Associations  feel  the  SSI- 
Alert  form  should  be  used  as  the  basis  for  determining  date  of  elifiU'ility. 

A  second  question  which  merits  Congressional  consideration  is  the  problem  of 
financial  liability  for  payments  made  by  a  niamber  of  states  during  the  applica- 
tion process.  Present  law  does  not  provide  for  reimbursing  the  states  for  interim 
payments  even  though  the  state  payment  would  have  been  unnecessary  if  the  SSI 
claim  had  been  processed  sooner.  The  lack  of  a  viable  emergency  assistance  pro- 
gram is  a  tragic  shortcoming  of  the  new  Supplemental  Security  Income  pro- 
gram. The  Social  Security  Administration  has  made  the  argument  that  state  and 
local  governments  should  administer  any  program  of  emergency  advances.  How- 
ever, these  governments  are  understandably  reluctant  to  do  so  since  they  cannot 
be  assured  of  being  reimbursed  for  their  outlay.  Our  Associations  believe  the 
proposal  advanced  by  the  American  Public  AVelfare  Association  to  allow  the  fed- 
eral government  to  reimburse  state  and  local  governments  for  emergency  assist- 
ance payments  to  an  SSI  recipient  by  deducting  those  payments  from  the  recip- 
ient's retroactive  SSI  payment  is  an  equitable  arrangement,  especially  in  light  of 
the  voluntary  basis  of  the  program  and  the  requirement  for  speedy  payment  to 
the  individual  of  his  remaining  retroactive  benefits.  We  endorse  the  Senate 
amendment  on  this  issue  in  H.R.  8217. 

Otif -Reach 

These  immediate  problems  of  ambiguity  and  long  delays  in  processing  the  new 
SSI  applications  are  presumably  temporary  ones.  A  larger  question  is  the  extent 
and  effectiveness  of  out-reach  efforts  that  will  be  maintained  in  the  near  future. 

As  a  major  participant  in  Project  SSI  Alert,  our  Associations  evaluate  this 
effort  as  falling  short  of  its  intended  goals.  Now  that  Project  SSI  Alert  has 
entered  Phase  Two  and  voluntarism  has  given  way  to  temporary  employees,  we 
can  only  liope  that  the  spirit  of  cooperation  between  the  Administration  on 
Aging  and  the  Social  Seciirity  Administration  has  strengthened  and  that  the 
planning  and  implementation  of  Phase  Two  is  more  organized  than  the  effort  in 
Phase  One. 

Five  months  after  the  implementation  of  the  SSI  program  and  nearly  twenty 
months  after  the  enactment  of  P.L.  92-603,  the  Social  Security  Administration  in 
May  was  releasing  a  list  of  some  5.2  million  names  from  their  IMaster  Bene- 
ficiary Record  to  the  district  offices  as  leads  for  potential  SSI  eligibles.  This 
often-mentioned  "leads  project"  had  been  promised  for  some  time  and  was  orig- 
inally proposed  as  the  basis  for  the  Phase  One  SSI  Alert. 

By  mid-June,  our  Associations  estimate  that  Project-SST  Alert  had  phased 
out  in  just  about  90  percent  of  the  631  target  localities,  and  the  consortia  had 
dissolved.  Given  the  in.strvictions  introducing  Phase  Two.  with  the  District  Office 
Manager  being  in  a  position  to  state  the  number  of  volunteers  needed — he  could 
opt  for  using  no  volunteers  at  all  or  using  only  temporary  help,  the  net  effect  of 
this  new  phase  is  to  close  down  the  volunteer  participation  established  under 
Phase  One.  We  might  add,  there  has  been  expressed  dissatisfaction  on  the  part 
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of  many  of  our  volunteers  because  of  the  delays  in  implementing  the  project  and 
the  apparent  lack  of  interest  on  the  part  of  the  Social  Security  Administration 
in  the  use  of  volunteers. 

We  are  forced  to  ask  if  there  is  a  designed  slow-down  in  finding  new  eligibles — 
responsibility  for  which  can  be  placed  not  only  at  the  federal  level  but  also  on 
the  states.  The  original  planning  assumption  considered  by  SSA  in  late  1972  was 
that,  with  15  months  lead  time,  some  80  percent  of  all  newly  eligible  persons 
would  be  identified,  contacted,  signed  up  and  ready  to  begin  receiving  SSI  bene- 
fits when  the  program  became  effective. 

We  ask  this  Committee  to  investigate  whether  or  not  this  original  planning 
assumption  was  replaced  some  time  during  1973  by  the  planning  assumption  that 
many  eligible  persons  will  be  "phased  in"  to  the  SSI  program  only  gradually 
over  a  2^2  year  iieriod.  Dr.  Bickel  of  the  Bureau  of  Social  Science  Research 
maintains  this  planning  change  has  been  made — if  so,  this  is  a  serious  breach  of 
the  Congressional  intent  in  establishing  new  Title  XVI  and  immediate  steps  must 
be  taken  to  insure  compliance  with  the  law.  Bickel  further  maintains  that  the 
changed  SSA  planning  assumption  implies  a  participation  rate  reached  by  July 
1976  of  85  percent  or  less  depending  on  the  attrition  rate  among  "grandfathered" 
recipients  and  on  the  size  of  the  total  eligible  population  at  that  time. 

On  these  assumptions,  the  total  number  of  SSI  recipients  projected  for  June  30, 
1974  is  4.3  million  out  of  a  total  eligible  population  estimated  by  SSA  to  number 
6.0  million  at  that  time.  Our  evidence  indicates  that  Bickel's  charges  are  docu- 
mented by  the  status  of  the  program  at  this  point  in  time.  Applications  for  new 
eligibles  have  leveled  off.  nearing  the  attrition  level  for  aged  SSI  recipients  with 
growth  only  in  the  disabled  segment.  Without  immediate  attention  to  future  out- 
reach activities,  we  caution  this  C<immittee  that  the  SSI  program  might  stabilize 
at  a  target  level  of  participation  under  50  percent  of  estimated  eligibles. 

SUPPLEMENTAL    SECURITY    INCOME 

A  Major  Departure? 

The  logic  behind  the  SSI  program  was  to  develop  an  income  maintenance  sys- 
tem designed  to  promote  dignity  and  independence.  In  the  words  of  the  Senate 
Finance  Committee  rei)orting  the  legislation,  H.R.  1  makes  : 

...  a  major  departure  from  the  traditional  concept  of  public  assistance 
as  it  now  applies  to  the  aged,  blind  and  di.sabled.  Building  on  the  present 
Social  Security  program,  it  .  .  .    [creates]   a  new  federal  program  admin- 
istered by  the  Social  Security  Administration,  desi.gned  to  provide  a  positive 
assurance  that  the  Nation'.s  aged,  blind  and  disabled  people  .  .  .   [will]  no 
longer  have  to  subsist  on  below-poverty-level  incomes.   (Senate  Report  No. 
92-1230,  92nd  Cong.  2nd  sess.) 
The  impetus  for  initiating  a  national  income  security  program  grew  out  of 
the    increasing    dissatisfaction    with    the    administrative   complexities,    funding 
problems  and  variable  treatment  of  individuals  depending  upon  what  state  they 
lived  in^all  inherent  problems  of  the  federal-state-local  grant-in-aid  programs 
of  the  Social  Security  Act  of  1935. 

Although  the  intent  of  Congress  in  creating  the  SSI  program  was  to  minimize 
some  of  the  more  distasteful  features  of  existing  welfare  programs  for  the  aged, 
blind  and  disabled,  an  examination  of  the  legislation  and  regulations  indicate 
that  some  of  the  administrative  problems  of  the  earlier  programs  have  been 
brought  over  to  the  SSI  program.  As  Paper  Number  10  issued  by  the  Subcommit- 
tee on  Fiscal  Policy  of  the  .Joint  Economic  Cfimmittee  points  out : 

Informational  material  about  the  SSI  program  emphasizes  that  ther"  i«:  a 
basic  difference  in  approach  between  the  SSI  program  and  traditional  wel- 
fare programs.  A  contrast  is  made  l)etween  the  welfare  concept  of  deter- 
mining individual  needs  and  the  SSI  concept  of  comparing  income  to  basic 
benefit  levels  .  .  .  The  difference  between  SSI  and  OAA  is  more  mefhodo- 
logiral  than  conceptual.  Whether  shelter  costs  are  considered  as  paid,  or 
inputed  income  from  free  or  nominal  shelter  cost  is  deducted  from  a  stand- 
ard payment  level,  the  results  are  similar. 

Elifjihiliti/ 

There  are  three  basic  aspects  of  eligibility.  First,  does  the  applicant  meet  the 
basic  condition  of  age,  blindness,  or  disability?  Second,  what  are  the  applicant's 
assets:  that  is.  what  is  the  value  of  the  real  and  personal  property  which  he 
owns?  Third,  how  much  income  does  he  have? 

It  is  important  to  note,  these  three  basic  eligibility  conditions  are  a  part  of 
SSI  legislation.  The  Social  Security  Administration  cannot  be  castigated  for 
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promulgating  regulations  which  conform  to  the  letter  of  the  law,  even  if  the 
effect  of  these  regulations  would  be  to  pervert  the  spirit  of  the  program. 

1.  Affe. — Under  SSI,  old  age  sets  in  at  age  65,  as  it  has  since  1935  for  assistance 
purposes.  What  this  means  for  practical  purposes,  Is  that  a  determination  of 
blindness  or  disability  is  not  needed  when  a  person  is  65  years  old  or  older.  The 
definition  of  blindness  and  disability  are  the  same  as  the  definitions  used  in  the 
Social  Security  disability  insurance  program.  SSI's  statutory  definition  of  blind- 
ness is  similar  to  the  one  used  in  the  Aid  to  the  Blind  program,  but  the  definition 
of  disability  is  somewhat  different  causing  a  case-by-case  review. 

Our  Associations'  main  concern  with  the  construction  of  this  first  test  of  eli- 
gil)ility  were  partially  solved  by  P.L.  93-66  providing  consideration  of  the  spouse 
of  an  eligible  individual  if  the  spouse  is  an  "essential  person"  to  the  eligible  re- 
cipient. However,  we  would  point  out  that  the  provision  for  coverage  of  "essen- 
tial persons"  is  tied  to  the  coverage  under  the  previous  grant-in-aid  programs 
with  no  incentives  for  the  states  to  provide  such  coverage  to  new  eligibles  and/or 
for  the  states  which  did  not  have  an  "essential  persons"  provision  under  the 
previous  programs  to  provide  siich  eligibility. 

The  fact  that  payments  to  essential  persons  requires  a  case-by-case  approach 
which  runs  counter  to  the  long-run  ob.iectives  of  the  SSI  program  must  be  recon- 
ciled. Our  Associations  believe  that  given  the  substandard  payment  level  of  the 
Itasic  federal  income  floor  there  must  be  every  consideration  given  to  the  special 
needs  of  the  recipient.  Although  we  support  the  long  run  goal  of  the  program,  we 
urge  a  pragmatic  approach  on  this  issue  to  humanize  the  program  to  take  into 
account  the  serious  income  needs  of  our  nation's  aged  and  disabled. 

2.  Resources. — The  impression  is  often  given  that  the  SSI  program  will  pro- 
vide a  guaranteed  minimum  income  to  all  aged,  blind  and  disabled  persons  whose 
income  from  other  sources  is  below  a  specified  amount.  This  is  extremely  mis- 
leading since  SSI  benefits  are  available  only  to  those  persons  whose  assets — real 
and  personal  property  owned  by  him — are  below  a  specified  value. 

Our  Associations  find  it  disturbing  that  the  Congressional  mandate  was  steeped 
in  the  rhetoric  of  the  "pauper's  oath."  and  equally  upsetting  that  the  regulations 
conform  to  the  law  reflecting  this  adherence  to  the  "welfare  myth". 

This  demeaning  means  test — a  traditional  device  in  need-based  assistance  pro- 
grams as  a  way  of  defining  need- — is  hardly  a  departure  from  the  past.  The  theory 
is  that  a  person  with  non-essential  assets  which  can  be  converted  to  cash  should 
use  up  these  assets  before  turning  to  the  welfare  program.  The  practice  is  to  deter 
Individuals  from  participation  by  subjecting  them  to  probing  questions  and  plac- 
ing tli(>  onus  on  the  prospective  recipient  to  prove  he  is  a  pauper — hardly  a 
program  designed  for  dignity. 

Our  Associations  would  urge  repeal  of  Section  1631 ''e)  d)  (B)  prohibiting  the 
use  of  income  and  resource  declaration  as  a  means  of  establishing  eligibility.  If 
the  true  goal  of  the  Congress  was  to  make  Supplemental  Security  Income  a  pro- 
gram to  erase  the  welfare  connotations  of  the  previous  grants-in-aid  programs, 
the  statute  might  be  amended  by  inserting  language  directing  the  Secretary  to 
make  the  ap'^lication  procedure  as  simple  ns  possible.  Unfortunately,  there  ap- 
pears to  be  little  enthusiasm  in  either  chamber  of  the  Congress  to  make  the 
availal)ility  of  assistance  easy. 

In  the  absrnce  of  a  firm  Congressional  commitment  to  make  the  program  per- 
formance tov^rd  disrnity  as  straischt  forward  as  the  rhetoric,  let  us  review  briefly 
the  re'^ulations  of  Subpart  Tv — Resources  and  Exclusions  which  conform  to  Sec- 
tion 1613(a)  (D  — (a)  (6)  of  the  Act. 

Our  Associations  are  most  concerned  about  the  valuation  of  the  home  as 
establishpd  by  §416.1212.  It  is  our  tmderstanding  that  a  number  of  approaches 
to  establish  the  reasonable  value  of  a  home  were  studied.  Unfortunately,  it 
appears  as  if  the  most  stringent  of  these  was  adopted.  The  precedent  of  establish- 
ing a  home  valuation  in  the  SSI  program  is  most  important  because  it  is  a  new 
hinderance  to  helping  older  people.  In  the  previous  Old  Age  Assistance  Program, 
only  about  one-third  of  the  states  set  a  value  limit  on  the  home  in  which  the 
recipient  lives  in  determining  the  value  of  allowable  resources.  Eighteen  states 
had  provisions  for  recovery  of  assistance  payments  through  liens  on  property 
or  claims  against  the  estate  of  deceased  recipients  but  imposed  no  home  value 
limit :  eight  states  set  value  limits  on  the  home  property  and  also  had  recovery 
provisions ;  and  most  importantly,  17  states  had  neither  type  of  regulation  in 
respect  to  home  ownership.  Judging  from  the  fact  that  in  1970,  28  percent  of  Old 
Age  Assistance  recipients  owned  their  home — 23  percent  without  mortgage — we 
are  speaking  of  a  sizeable  population  affected  by  the  valuation  provision. 
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A  recent  Bureau  of  Labor  Statistics  study  points  out  that  during  the  20  years 
between  1952  and  1972,  the  cost  of  home  ownership  went  up  91.7  percent.  Reports 
indicate  that  houses  in  Levittown,  New  York— the  original  low-cost  housing 
area— which  cost  $6,900  in  1948  are  now  selling  as  high  as  $40,000.  In  Miami, 
Florida,  homes  which  cost  $16,400  in  June  1966  cost  $42,100  in  January  1973. 
Reports  are  similar  in  most  all  metropolitan  communities.  The  National  Asso- 
ciation of  Home  Builders  reports  that  in  the  decade  1960-1970,  the  total  inven- 
tory of  houses  increased  by  10.3  million  (although  6.2  million  units  were  lost  to 
bulldozers,  fire,  and  neglect)  while  during  the  same  period,  there  was  a  38  per- 
■cent  increase  in  the  formation  of  households.  When  these  facts  are  taken  into 
consideration,   we   are  forced   to   ask   how   the  figures   in   §  412.1212(a)    were 

calculated.  ,       /-.x 

We  strongly  oppose  the  home  valuation  provision  on  four  grounds:  (1)  a 
national  value  limit  may  represent  a  modest  dwelling  in  one  area  but  an  imposing 
residence  in  another,  (2)  property  values  vary  depending  on  market  conditions, 
location,  basis  for  evaluation  and  other  judgmental  decisions  which  themselves 
are  subject  to  variations,  and  (3)  arbitrary  limits  hurt  those  with  home  values 
marginally  above  the  limit,  and  (4)  arbitrary  limits  are  static  and  unchanging 
in  light  of  dynamic  economic  activities.  Evidence  shows  that  the  necessary 
expenses  of  home  ownership  are  directly  related  to  home  value.  If  the  individual 
cannot  maintain  the  home,  then  it  is  his  decision  that  will  change  his  living 
arrangement  and  not  the  forced  disposition  of  excessive  resources. 

Although  our  Associations  would  recommend  the  exclusion  from  resources 
of  an  individual's  home,  we  will  continue  to  support  even  the  modest  change 
oftered  the  Senate  version  of  H.R.  3153  to  take  into  account  regional  valuations 
in  determining  home  value.  We  would  urge  the  members  of  this  Committee  to 
xise  their  influence  to  persuade  the  House  of  Representatives  to  sit  down  nnd 
reconcile  the  differences  between  the  House  version  and  Senate  version  of  this 
legislation. 

We  are  equally  concerned  with  §  416.1216  providing  for  exclusion  of  household 
goods  and  personal  effects.  Market  value  is  hardly  reflective  of  household  goods 
and  personal  effects.  For  instance,  how  would  you  value  the  grandfather  clock 
which  was  handmade  two  centuries  ago  and  has  lieen  pa.ssed  on  from  generation 
to  generation?  Wouldn't  this  priceless  heirloom  be  above  the  established  limit 
if  market  value  was  u.sed  to  calculate  conversion  to  cash?  Although  the  grand- 
father clock  is  an  isolated  example,  most  older  persons  have  items  in  their  homes 
which  would  have  a  higher  cash  value  when  determined  by  the  market  mechanism 
that  if  the  value  w^ere  to  be  set  by  the  individual.  Use  of  market  value  without 
considering  encumbrances  seems  to  reflect  concern  over  the  appearance  of 
affluence  rather  than  a  realistic  appraisal  of  excess  resources  which  could  be 
used  for  living  expenses. 

The  complete  regulation  concerning  the  valuation  of  personal  effects  is  subject 
to  considerable  variations  in  judgment  and  is  likely  to  be  applied  only  in  situa- 
tions brought  to  the  attention  of  tlie  Depnrrment.  To  administer  such  a  provision 
would  be  costly,  and.  needless  to  say.  of  questionable  benefit  in  relation  to  cost. 
We  recommend  amending  §  416.1216  to  provide  an  oral  declaration  by  the  recip- 
ient tliat  they  do  not  have  household  goods  nnd  personal  effects  of  unusual  or 
exceptional  value.  Such  a  declaration,  in  light  of  all  other  prerequisites  for  aid 
under  the  SSI  program,  should  be  taken  at  face  value  and  not  contested. 

The  limitation  on  valuation  of  the  automobile  provided  for  in  §  416.1218(b) 
would  receive  the  same  harsh  judgment  as  the  two  sections  cited  above  if  it  were 
not  for  the  clause  "an  automobile  will  be  totally  excluded  if  it  is  used  for  employ- 
ment or  for  the  individual's  medical  treatment  of  a  specific  or  regular  medical 
problem".  Even  with  this  provision,  we  are  constrained  to  ask  why  a  car  value 
should  be  set  at  an  arbitrary  dollar  amount?  The  dollar  amount  might  be  under- 
•standable  if  it  were  set  at  the  retail  market  value  of  a  Cadillac — because  the 
provision  in  th<^  law  was  only  placed  therein  in  response  to  the  rhetoric  concern- 
ing luxnry  cnrs — but.  set  at  the  present  limit,  there  apnears  to  be  no  rationale:- 
Although  this  regulation  is  less  restrictive  than  current  regulations  in  most 
states,  it  still  imposes  a  demeaning  test  upon  recipients  which  is  not  necessary. 
An  SSI  level  income  would  hardly  permit  one  to  continue  payments  on  an 
expensive  car.  or  even  to  meet  the  cost  of  keeping  such  a  luxury  car  running 
and  in  good  repair.  Our  Associations  recommend  redefining  the  limit  at  that 
level  which  nn  individunl  can  continue  to  maintain  the  vehicle. 

Finally,  although  §  416.1230  appears  to  be  the  most  liberal  of  the  interpreta- 
tions of  the  arbitrary  standard  prescribed  in  the  law  for  exclusion  of  life  insur- 
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ance  policies,  we  must  voice  objection  to  the  provision  and  hope  that  Congress- 
will  recognize  the  folly  of  such  arbitrary  low  limits.  On  this  latter  point,  pre- 
liminary data  collected  through  our  Associations'  involvement  in  Project-SSI 
Alert  indicates  that  the  low  limit  set  by  the  Congress  in  determining  the  asset 
value  of  life  insurance  policies  may  well  be  the  number  one  obstacle  to  elderlj^ 
participation  in  the  program.  Hard  data  on  denials  is  not  available  at  this  time. 
We  would  urge  this  Committee  to  encourage  the  SSA  to  undertake  an  analysis 
of  resource  determinations  precluding  an  applicant's  participation  in  the  pro- 
gram. The  hard  data  might  confirm  our  suspicion  that  older  persons  will  cling^ 
to  the  little  amounts  set  aside  for  burial  expense  and  sacrifice  a  few  dollars 
gained  under  SSI. 

As  mentioned  above,  our  Associations  strongly  feel  that  if  the  Congress  wanted 
a  true  departure  from  past  grant-in-aid  programs,  it  would  never  had  passed 
resource  limitations  as  part  of  the  initial  legislation.  Our  optimum  goal  is  the 
repeal  of  this  means  test  on  resoruces  which  forces  the  poor  to  be  poorer.  Know- 
ing that  there  are  less  than  a  majority  in  Congress  who  would  favor  repeal,  we 
would  ask  at  a  minimum,  that  the  resource  limitations  be  tied  at  least  to  a  cost- 
of-living  index  that  would  automatically  adjust  the  established  dollar  limits  on 
resources  to  reflect  the  value  gained  through  inflation. 

3.  Income. — If  the  applicant  passes  the  first  two  tests — being  blind,  disabled 
or  aged  and  having  few  assets  or  resources — the  third  crucial  test  is  income. 

SSI  legislation  is  specific  about  the  income  level  which  defines  eligibility  and 
what  income  is  to  be  ignored.  An  eligible  individual  is  defined  as  one  whose- 
countable  income  is  at  a  rate  of  no  more  than  $1,752  a  year.  A  couple  is  eligible 
if  both  are  either  aged,  blind  or  disabled  if  their  combined  countable  income  is 
at  a  rate  of  no  more  than  $2,628  a  year. 

Nationally  uniform  income  exclusions  replace  the  variety  of  exclusions  under- 
previous  programs.  There  is  an  exclusion  of  the  first  $20  of  income  from  any 
source,  or  $240  per  year.  During  the  writing  of  the  SSI  legislation,  it  was  gen- 
erally agreed  that  this  income  exclusion  would  work  to  the  betterment  of  the 
individual  who  was  also  receiving  Social  Security.  It  was  estimated  that  about 
two-thirds  of  the  individuals  converted  from  the  previous  programs  to  the  SST 
program  would  benefit  from  this  income  exclusion. 

Given  the  huge  overlap  in  the  Social  Security  and  SSI  beneficiary  groups,  the 
question  must  be  raised :  What  should  be  done  to  better  coordinate  the  two- 
programs? 

First,  let  us  consider  the  impact  of  cost-of-living  increases  in  Social  Security 
benefits  such  as  those  enacted  in  December  1973  and  those  which  will  be  forth- 
coming in  the  new  automatic  adjustment  placed  into  the  OASDI  program  by 
P.L.  92-603.  Congress  must  understand  that  unless  some  provision  is  enacted  to 
adjust  the  $20  income  exclusion  under  SSI  to  provide  for  the  "pass  through"  of 
the  Social  Security  increase,  the  poorest  beneficiaries  on  SSI  will  not  be  assisted. 
The  SSI  program  has  been  designed  by  law  so  that  payments  are  reduced  one 
dollar  for  each  added  dollar  of  income  about  $20  a  month.  Raising  Social  Security 
benefits  to  reflect  the  cost-of-living  will  mean  for  the  low-income  elderly,  blind 
or  disabled,  that  SSI  will  take  away  what  Social  Security  gives,  with  the  total 
income  left  unchanged. 

The  suggested  remedy — changing  the  SSI  payment  level — has  already  been 
adopted  by  the  Senate  as  of  .Tune  27.  as  an  amendment  to  H.R.  8217.  however, 
we  must  emphasize  that  to  raise  SSI  benefit  levels  at  the  same  time  that  Social 
Security  is  increased  and/or  to  enact  an  automatic  cost-of-living  adjustment  to 
the  SSi  program — both  measures  endorsed  by  our  Associations — the  Congress 
must  also  consider  the  problem  discussed  below  of  making  sure  in  the  high  pay- 
ment states  that  the  benefit  is  at  least  "passed  through"  to  the  recipient  and  not 
absorbed  by  the  state  to  minimize  the  assistance  costs. 

Knowing  that  the  issue  of  "pass-through"  has  evoked  a  bitter  reaction  within- 
the  Congress,  our  Associations  would  recommend  passage  of  a  measui'e  subject- 
ing the  $20  income  exclusion  to  an  automatic  cost-of-living  feature  and  thereby 
circumventing  the  issue  of  who  pays  for  the  increased  supplement  in  the  higher 
payment  states. 

Our  recommendation  concerning  the  first  $73  per  month  exclusion  of  earned 
income  under  the  SSI  program  would  be  to  subject  this  amount  aNo  to  an  auto- 
matic escalator  geared  to  the  cost-of-living.  This  would  answer  the  impact  of 
inflation  upon  the  blind  and  disabled  and  those  elderly  who  continue  to  work  as 
part  of  survival.  The  amendment  to  H.R.  8217  on  this  issue  has  our  support. 

At  this  point,  we  wish  to  share  with  the  committee  a  few  of  our  observations 
concerning  the  regulations  set  forth  by  sulipart  K,  implementing  Section  1612  of 
the  Act. 
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It  has  come  to  our  attention  from  a  number  of  homes  for  the  figed  in  several 
states,  that  the  Social  Security  Administration  lias  ruled  that  when  a  i^ei-son 
resides  in  a  private  retirement  home  affiliated  with  a  church  or  private  non- 
profit organization,  and  has  some  or  all  of  the  cost  of  board  and  room  paid  for 
him  by  others,  the  dollar  value  of  that  support,  or  charity  must  be  counted  as 
unearned  income. 

In  defining  income,  Section  1612  (a)  (2)  (A)  states  that  unearned  income  in- 
cludes support  and  maintenance  furnished  "in  cash  or  kind''  to  an  individual. 
In  computing  the  amount  of  cash  assistance  to  be  gx-anted  to  residents  of  private, 
non-profit  retirement  institutions,  SSA  officials  are  counting  charity  or  philan- 
thropy as  "in  kind"  income,  thereby  reducing  the  amount  of  such  individual's 
SSI  payment.  This  policy  has  resulted  in  many  individuals  actually  receivin.g 
less  income  than  before  January  1.  1974  and  it  has  also  substantially  reduced  the 
capacity  of  non-profit  retirement  institutions  to  care  for  indigent  persons.  Also, 
insofar  as  SSI  eligibility  determines  Medicaid  eligibility,  many  elderly  people- 
are  losing  health  benefits  as  well  under  this  interpretation. 

Our  Associations  cannot  believe  that  the  Congress  meant  for  charitable  con- 
tributions in-kind  to  be  used  as  countable  income.  It  is  noteworthy  that  the  in- 
terpretation l)eing  placed  on  this  outside  "in  kind"  income  applies  only  to  per- 
sons residing  in  non-profit,  private  retirement  homes,  and  not  to  commercial 
homes. 

It  is  our  undenstanding  that  the  Social  Security  Administration  is  re-exam- 
ining tlie  interpretation  which  they  have  given  this  section.  We  would  urge  the- 
members  of  this  Committee  to  express  an  interest  in  this  issue  as  we  believe  that 
in  enacting  the  SSI  program,  tlie  Congress  did  not  intend  that  an  aged  person's 
personal  needs  allowance  should  be  reduced,  or  that  the  capacity  of  non-profit, 
charitable  institutions  to  care  for  indigent  persons  should  be  diminished. 

Furthermore,  we  would  urge  the  members  of  this  Committee  to  seek  legisla- 
tive remedy  to  this  situation  should  the  Social  Security  Administration  fail  to 
change  its  position  on  this  i.ssue. 

Furthermore,  we  would  urge  the  members  of  this  Committee  to  seek  legisla- 
tive remedy  to  this  situation  should  the  Social  Security  Administration  fail  to- 
change  its  position  on  this  issue. 

Our  Associations  question  the  interpretation  given  in  the  regulations  con- 
corning  the  one-third  reduction  in  ])ayment  for  a  recipient  living  in  the  house- 
hold of  another  individual.  In  particular.  Section  lfil2(a)  (2)(A1  of  the  Social 
Security  Act  of  1972  (P.L.  92-603)  does  not  appear  to  mandate  the  regulation  as 
proposed  in  §  416.112.">(d)  to  reduce  payment  under  the  program  regardless  of 
whether  the  individual  is  making  any  pnvment  for  support  and  maintenance  to 
the  person  in  whose  houseliold  he  is  living.  Stnte  i>ractices  under  the  current 
progrnm  are  somewhat  comT)arabl(>  l>nt  are  more  likely  to  take  into  con.siderntion 
the  actual  financial  arrangements  of  the  recipient.  Some  states  have  a  low  pay- 
ment standard,  but  not  as  much  as  one-third  lower,  when  there  are  other  per- 
sons in  the  home:  or.  when  needs  are  itemized,  the  recipient's  payment  includes 
his  share  of  the  cost  of  common  household  expenses  if  he  is  expected  to  contribute- 
toward  household  maintenance.  Reference  is  made  to  the  one-third  reduction 
in  lioth  the  House  and  Senate  Reports,  and  both  appear  to  include  the  concept 
offered  in  §416  112.T(d)  :  however,  we  fear  that  for  the  20  percent  of  Old  Age^ 
Assistnnce  recipients  who  live  in  another  person's  household,  this  provision  will 
be  a  step  away  from  di.cmity  and  independence  and  not  a  step  toward  a  true  fe<l- 
eral  minimum  income  floor.  Reducing  incomes  for  those  who  are  contributing 
to  their  own  support  and  maintenance  within  a  household  conflicts  -^ith  tlie 
provision  of  full  aid  for  those  who  pay  for  their  sunport  and  maintenance  out- 
side another  person's  household  (subsection  e).  At  stake  in  this  provision  is  the- 
same  older  American  pride  which  made  Old  Age  Assistance  distasteful:  the 
proudness  which  compels  older  persons  to  contribute  their  share.  We  urge  that 
this  section  lie  reconsidered  to  provide  for  individual  determination  until  siiHi 
time  as  the  basic  authority  can  be  amended.  Although  individualized  determina- 
tion i«  administratively  difficult,  and  the  optimum  would  be  to  reduce  this  process 
to  the  absolute  minimum,  other  sections  of  the  regulations  require  tbi';  in- 
dividualized effort.  Arliitrary  ru^es  to  avoid  the  complexity  of  individualized 
determination  fail  to  provide  the  human  compassion  and  understanding  which  is 
neces«arv  to  maximize  the  choice  of  living  arrangements  available  to  SSI 
recinient^:. 

We  would  urge  the  Senate  to  press  for  filial  action  on  Section  130Ca)  of  H.R. 
&153  as  passed  bv  the  Senate  to  provide  for  an  alternate  determination  of  income 
in  case  of  an  individual  living  in  the  home  of  another  person. 
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Although  P.L.  92-603  required  the  accounting  of  prizes  and  awards,  proceeds 
of  life  insurance  policies,  gifts,  support  and  alimony,  and  inheritances  as  un- 
earned income,  our  Associations  share  several  of  the  observations  of  the  Sub- 
committee on  Fiscal  Policy  that  the  regulations  tend  to  restrict  rather  than  lib- 
eralize the  interpretation  of  the  law.  In  particular,  we  do  not  see  the  rationale 
for  different  treatment  of  inheritances,  prices  or  awards,  and  gifts.  Noncash 
inherited  property  is  considered  a  resource  when  received ;  noncash  prizes, 
awards  and  gifts  are  considered  as  income  when  received  and  resources  again 
in  the  next  quarter;  prizes  and  awards  are  income  whether  or  not  convertible 
to  cash.  If  strictly  enforced,  defining  prizes,  awards  and  gifts  as  income  pre- 
vents recipients  from  improving  their  living  conditions  and  might  be  a  deterrent 
to  friends,  relatives  and  community  groups  from  giving  gifts  to  these  persons  on 
holidays.  The  Thanksgiving  turkey  basket  for  the  needy  is  hardly  income,  nor 
do  we  see  the  festive  decoration  of  a  Christmas  tree  as  income ;  however,  the 
rules  if  applied  would  count  both  of  these  against  recipients.  We  would  favor 
the  adoption  of  a  general  rule  which  treats  all  such  irregular,  one-time  receipt 
of  cash  or  inkind  items  as  resources  rather  than  income ;  however,  in  lieu  of 
the  statute  requiring  the  accounting  of  these  items  as  unearned  income,  we 
would  favor  clarification  of  non-cash  versus  cash  receipts  of  occasional  income 
to  exclude  nonconvortible  items. 

STATE-FEDERAL  RELATIONSHIP 

Speaking  before  the  Virginia  League  of  Social  Service  Executives  last  Fall, 
Irving  Engleman  of  the  American  Public  Welfare  Association  asserted : 

The  Supplemental  Security  Income  program  has  been  referred  to  in  various 
misleading  terms  as  the  "takeover  of  the  adult  categories,"  "the  replacement 
of  the  adult  categories."  "the  federalization  of  the  adult  categories,"  etc. — 
the  implication  of  those  characterizations  being  that  somehow,  come  Jan- 
uary 1,  1974,  there  would  be  no  more  state  and  local  responsibility  of  any 
kind  with  respect  to  aged,  blind  and  disabled  persons,  and  that  somehow 
the  Feds,  specifically  the  Social  Security  Administration,  had  a  lot  of  push- 
buttons in  Baltimore  and  Washington  which  would  take  over  and  replace 
everything  that  states  and  local  structures  over  a  period  of  many  years  have 
been  trying  to  develop  in  terms  of  welfare  services   (not  limited  to  social 
services)  for  ABD  persons. 
Continuing  on  a  point  which  is  essential  to  discussions  concerning  SSI,  Engle- 
man declared:  "The  reality  is  that  the  SSI  program  is  not.  certainly  now,  a 
■complete  takeover  or  complete  federalization  in  any  way  of  the  complex  struc- 
ture of  financial  assistance  and  related  services  for  ABD  individuals." 

In  our  prepared  statement  to  this  Committee  Inst  Summer,  prefacing  our  views 
on  Future  Directions  in  Social  Sf^curity,  we  pointed  out  that  in  enacting  the 
Supplemental  Security  Income  Program,  Congress  sought  to  build  upon  the 
existing  three-level  approach  to  income  security — first  level  being  Social  Security, 
a  universally  available  system  of  pnblically-administered  retirement,  survivors, 
■di'sfibility  and  heaUh  insurance  protection,  contributory  in  nature  and  wage- 
related— the  second  level  consisting  of  savings,  private  retirement  systems  and 
other  benefit  programs  growing  out  of  one's  employment — the  third,  a  public 
program  of  assistance  for  those  who.  taking  nil  income  into  account,  still  do  not 
imve  an  income  sufficient  to  meet  their  minimum  needs.  It  was  on  this  third 
level  that  Congress  built  the  Supplemental  Security  Income  Program. 

SSI  is  steeped  in  the  federal  principle,  that  both  the  federal  government  and 
the  stfites  have  a  responsibility  to  those  v,'ho  do  not  have  an  income  sufR<^ient  to 
meet  their  minimum  ne^ds.  Thus,  the  Consrress  in  enacting  the  law.  clearly  con- 
templated a  partnership  in  which  the  basic  SSI  benefit  would  be  an  income  floor 
which  each  state  could  build  upon  in  various  ways.  This  point  is  essential  to  an 
understp.nding  of  the  SSI  program,  innsmuch  ns  mnny  of  the  pitfalls  in  the 
implementation  can  be  traced  back  to  the  statutory  provisions. 

Siiripirmentotion 

For  many  states,  the  federal  floor  set  in  the  SSI  program  is  one  thnt  goes 
beyond  and  is  above  the  prevailing  level  of  income  maintenanee  payments  of 
rer-ipients  of  the  previous  grnnt-in-aid  nrograms  in  those  stnte".  For  most  stntes, 
however,  the  prevniling  level  under  the  previous  procrrnms  for  most  or  many 
recipients  wns  above  the  federal  level.  These  states  would  be  encouraged  to  sup- 
plement the  federal  payment. 

Originnlly,  stnte  supplementation  was  entirely  optional.  Every  state  could 
make  a  decision  to  supplemeent  or  not  to  supplement,  how  much,  what  kinds,  how 
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it  would  administer  the  supplementation,  and  so  forth.  The  important  induce- 
ment offered  to  higher  payment  states  to  undertalie  such  supplementation — 
assumption  of  costs  above  the  calendar  year  1972,  state  expenditure  level,  i.e.  the 
""hold  harmless  limit".  .         „       , 

By  early  Summer  of  1973,  it  had  become  apparent  that  the  incentive  offered 
by  the  original  act  to  state  government  for  undertaking  supplementation  of  the 
SSI  basic  grant  was  insufficient  in  many  states  to  achieve  the  desired  supplemen- 
tation. A  survev  of  state  welfare  departments  and  legislative  leaders  conducted 
by  the  Americnn  Public  Welfare  Association  in  May  and  June  of  1973  found  15 
states  definitely  intending  no  supplementation  of  SSI  and  a  large  group  in  which 
supplementation  plans  were  uncertain. 

Congress,  recognizing  the  possibilities  that  a  number  of  states  planned  to  maxi- 
mize their  potential  savings  under  tlie  SSI  program  by  providing  no  supplemen- 
tation of  the  federal  minimum  payment,  enacted  P.L.  93-66  mandating  the  full 
supplementation  necessary  to  prevent  income  reductions  below  the  June  1973 
payment  levels  for  all  persons  actually  receiving  adult-category  assistance  pay- 
ments in  December  1973.  Thus,  in  effect,  all  previous  recipients  were  grand- 
fathered into  the  program  at  a  payment  level  pegged  to  the  previous  standard  in 
effect  in  the  state  where  they  lived.  Beyond  that,  any  supplementation  of  new 
eliaibles  coming  on  the  roles  after  January  1  remains  optional  with  each  state. 
The  issue  of  state  supplementation  of  the  basic  federal  SSI  benefit  raises  a 
number  of  polif-y  issues  which  this  Committee  should  explore. 

Dr.  Bickel  in  his  studv  offers  a  simplified  explanation  of  the  federal-state  cost 
sharing  formula,  i.e.  the  "hold  harmless"  formula,  which  is  pertinent  to  our 
discussion : 

...  It  might  be  said  that  the  states  are  provided  with  protection  against 
"horizontal"  sources  of  cost  increases  in  SSI  supplementation  programs  but 
not  against  "vertical"  sources  while  for  the  federal  government,  the  reverse 
is  true.  That  is.  beyond  their  "hold  harmless  limit"  of  expenditures,  the 
states  are  finally  protected  against  expansion  of  costs  resulting  from  the 
immediate  enlargement  of  the  recipient  group  under  the  relatively  liberal 
new  SST  eligibilitv  criteria  and  from  future  growth  of  the  recipient  popula- 
tion (what  might"  be  termed  "horizontal"  expres=:ion).  The  federal  govern- 
ment, by  contrast,  is  liable  viithout  limit  for  cost  expansion  attributable  to 
growing  recipient  population,  but  is  strictly  protected  against  the  "vertical" 
cost  expansion  caused  by  any  future  increases  in  state  standards  of  income 
support — with  the  one  exception  of  the  state's  option  to  increase  the  supple- 
mentation standards  through  the  "cashing  out"  of  recipients'  food  stamp 
bonus  values. 
What  Bickel  is  getting  at  is  the  fact  that  Congress  has  established  within  the 
SSI  T>rogram  a  seed  that  could  cause  the  stagnation  of  payment  levels  at  a  sub- 
standard level  and  one  which  certainly  can  cause  the  lowering  of  the  average 
income  support  standards  in  a  number  of  higher  paying  states. 

Over  thirty  states  have  raised  their  adult  payment  standards  since  January 
1972.  tbe  base  date  of  the  formula  for  cost-sliaring  within  the  Title  XVI  program. 
At  least  twentv  of  these  states  had  at  the  close  of  1973  a  payment  level  above 
the  basip  federal  floor  of  the  SST  program.  In  all  these  latter  states,  supplemen- 
tation of  the  basic  SST  grant  will  be  required.  In  order  to  provide  supplementa- 
tion to  all  eligible  recipients  at  levels  equivalent  to  the  recent  assistance  pa.v- 
nient  standards  in  these  states,  approximately  half  of  them  will  find  it  necessary 
to  increase  their  state  and  local  expenditures  for  adult  assistance  above  calendar 
Tear  1972  levels. 

The  hold  harmless  formula  will  not  protect  these  latter  states  against  such 
increnses.  owing  to  the  two-year  lag  in  the  base  period  establislierl  for  the 
Adjusted  Pavment  level.  In  these  states,  the  requirement  for  mandatory  sup- 
plementation' of  individuals  converted  from  the  previous  grants-in-aid  programs 
hns  confronted  them  with  the  possible  necessity  of  not  supplementing  all  re- 
cipients to  the  payment  standard,  thus  establishing  a  discriminatory  "two  tipr" 
system  of  income  supplementation  as  between  their  manflated  and  non-mnndated 
recipients — double  standard  of  supplementary  income  support  within  the  same 

state. 

There  are  two  possible  alternatives  which  should  adjust  this  discrepancy, 
either  chancre  the  base  rlate  of  the  .\d1usted  Payment  level  or  make  the  Adjusted 
Pavment  level  subject  to  a  cost-of-living  ind^x.  Both  of  these  solutions  have  the 
effect  of  shifting  a  burden  of  the  supplementation  costs  to  the  federal 
government. 

If  the  base  period  for  calculating  the  Adiusted  Payment  level  were  updated 
from  January  to  December  of  1972,  the  issue  would  be  resolved  for  the  present 
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moment.  However,  this  remedy  pro\4des  little  long-range  assurance  that  the 
issue  of  future  supplemental  raises  of  benefits  would  be  shared.  The  solution 
which  our  Associations  would  recommend  is  the  second  option,  tying  the  Adjusted 
Payment  level  to  an  automatic  cost-of-living  index,  thus  assuring  continual 
adjustment  of  this  component  of  the  spending  formula. 

The  failure  of  the  Congress  to  provide  some  formula  for  assuring  the  recipient 
would  receive  increases  in  the  basic  SSI  federal  floor  in  addition  to  the  state  sup- 
plement, has  further  compounded  the  program  in  high  payment  states. 

Under  present  law,  there  is  no  assurance  that  these  increases  will  be  "passed 
through"  to  the  recipient  of  the  federal-state  supplementation  payment.  Instead, 
the  increased  federal  payment  may  he  retained  by  the  state  government  to  pre- 
vent it  from  spending  above  its  hold  harmless  level.  Congressional  debate  in 
both  the  House  and  Senate  would  indicate  that  a  strict  "pass  through"  formula 
with  the  cost  being  absorbed  by  the  federal  government,  would  tend  to  keep  wide 
variations  in  payment  levels  and  is  unacceptabl-e  to  a  majority  of  each  Chamber. 

Recent  Senate  consideration  of  a  formula  to  share  costs  for  the  "pass  through" 
shows  this  formula  more  acceptable.  In  light  of  the  fact  that  both  of  the  SSI 
increases  enacted  to  date — one  which  took  effect  January  1  and  one  which  took 
effect  July  1 — were  not  passed  on  to  recipients  in  eight  states,  our  Associations 
would  urge  the  Congress  to  expedite  action  on  a  "pass  through"  formula.  Our 
concern  is  that  the  recipient  receive  the  cost-of-living  increases  in  benefit.  With- 
•out  the  modification  forcing  the  "pass  through"  of  benefits,  the  SSI  program 
will  work  toward  a  standardizing  of  basic  public  income  support  in  our  nation  at 
a  totally  inadequate  and  substandard  level.  We  would  therefore  urge  the  m.em- 
bers  of' this  Committee  to  support  enactment  of  a  shared  federal-state  liability 
for  "pass  through"  provisions  as  suggested  in  the  bill  introduced  by  Senators 
Mondale  and  Humphrev.  We  are  pleased  to  note  its  attachment  as  an  amend- 
ment to  H.R.  8217  with  the  support  of  Finance  Committee  Chairman  Russell 
Long. 

Beyond  the  pass-through  provision  which  our  organizations  support,  this  Com- 
mittee might  also  consider  the  advisability  of  requiring  the  states  to  cost-index 
the  supplementary  payments  being  made  to  SSI  recipients— at  least  for  those 
recipients  with  respect  to  whom  supplementation  was  required  as  a  result  of 
Public  Law  93-66.  It  is  not  enough  to  be  concerned  with  the  total  number  of 
dollars  in  SSI  payments :  purchasing  power  preservation  is  also  a  crucial  factor. 
Even  if  the  federal  SSI  payment  were  cost-indexed,  as  that  payment  would  be 
if  H.R.  8217  were  enacted,  and  even  if  cost-of-living  adjustments  with  respect  to 
the  federal  payment  were  passed  through  for  the  purposes  of  state  supplementa- 
tion, the  purchasing  power  of  the  state  payment  would  remain  subject  to  the 
effects  of  inflation. 

SSI AN   ADEQUATE   INCOME? 

Recognizing  the  quality  studies  of  this  Committee  concerning  the  corrosive 
effect  of  inflation  on  the  purchasing  power  of  the  elderly,  there  is  no  need  for 
our  Associations  to  dwell  on  the  impact.  SuflSce  it  to  say  that  the  10.2  percent 
increase  in  tTie  cost-of-living  during  the  past  year  has  caused  all  Americans  to 
suffer,  but  those  who  suffer  most  are  the  aged  poor,  the  blind  and  the  disabh-d 
who  must  eke  out  an  existence  on  fixed  incomes  which  do  not  grow  as  the 
economy  expands. 

Pa !/ went  Levels 

In  our  statement  before  this  Committee  last  summer,  we  empliasized  that  it 
is  the  feeling  of  our  Associations  that  the  income  floor  guaranteed  by  the  Supph^- 
menal  Security  Income  program  should  be  peggetl  at  or  above  the  poverty  level. 
This  position  was  discussed  during  our  Legislative  Council  meeting  to  formulate 
our  1974  Legislative  Objectives  and  State  Guidelines,  and.  we  would  like  to  share 
with  you  at  this  point  the  recommendations  adopted  by  this  policy  arm  of  our 
Associations,  composed  of  voluntary  experts  reflecting  the  views  of  our  member- 
ship : 

(23")  Wf  urge  that  Supplemental  Security  Income  for  the  Aged.  Blind 
and  Disabled  providf^  eligible  persons  with  an  annual  benefit  amount  not 
less  than  the  low-income  level  established  by  the  Social  Security  Admin- 
istrntion. 

C241  We  urge  that,  for  purposes  of  establishing  the  low-income  level  to 
which  the  amount  of  SSI  benefits  should  be  related,  a  low-income  index 
be  established  that  takes  into  account  variations  in  the  cost  of  living  not 
onlv  between  urban  and  rural  areas,  but  also  between  states  and  regions 
within  states. 
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(25)  We  urge  that  SSI  benefits  and  the  income  and  resource  exclusion 
amounts  be  increased  automatically  to  reflect  increases  in  cost  of  living. 

These  recommendations  are  clear — the  annual  income  floor  provided  by  the  SSI 
program  is  substandard  and  will  remain  substandard  until  the  Congress  acts. 
We  feel  that  it  is  not  too  much  to  a'slv  that  elderly,  blind  and  disabled  persons  be 
guaranteed  an  income  sufficient  to  lift  them  from  poverty.  SSI  benefits  should 
}irovide  an  income  at  least  equal  to  the  "poverty  threshold"  and  the  limited 
Social  Security  benefits  and  earnings  which  recipients  are  permitted  to  retain 
should  be  used  to  raise  them  to  an  income  above  this  level. 

An  immediate  step  which  the  Senate  has  recognized  and  which  is  again  being 
considered  is  to  provide  for  an  automatic  cost-of-living  increase  in  the  SSI  pro- 
gram to  accompany  such  increases  under  the  Social  Sec*urity  program.  As  we 
have  i)oiuted  out  elsewhere  in  this  testimony,  such  an  increase  cannot  be  guar- 
anteed to  the  individual  recipient  without  adequate  provision  for  "pass  through" 
in  the  program.  At  the  same  time,  as  we  point  out  below,  the  Congress  should 
consider  the  impact  of  the  cost-of-living  adjustment  on  other  social  programs 
and  make  certain  that  no  recipient  is  denied  needed  services  because  of  the 
marginal  increase  in  income.  What  we  are  asliing  might  be  the  impossible,  but 
it  is  tlie  necessary,  and  that  is  for  the  Congress  to  give  some  thought  to  the 
total  picture  of  assistance  programs  and  not  to  continue  the  makesliift  "change- 
one-chauge-another"  approach  which  has  been  practiced  for  decades  making 
our  domestic  programs  a  patchwork  of  inconsistencies  and  bureaucratic  con- 
tradictions. 

The  one  lesson  wliich  we  should  have  all  learned  from  the  implementation  of 
the  Supplemental  Security  Income  Program  is  that  you  cannot  change  the  income 
maintenance  aspects  of  assistance  without  a  corresponfling  change  in  the  service 
j)rograms.  We  refer  meml)ers  of  this  Committee  to  testimony  which  we  liave 
delivered  in  the  past  for  further  reference  to  the  stance  of  our  Association.  But, 
what  is  needed  immediately  is  passage  of  S.  3588  which  assures  that  the  elderly 
do  not  lose  otlier  essential  benefits — food  stamps.  Medicaid,  public  housing  and 
veteran's  pensions — when  their  income  rises  c\\ie  to  a  social  security  or  SSI 
increase. 

Unce  the  federal  SSI  payment  and  the  income  and  resource  exclusion  amounts 
are  cost-indexed,  we  would  urge  that  the  federal  payment  guarantee  to  the  SSI 
recipient  at  least  a  poverty-lead  income.  The  cost-indexing  will  assure' that  this 
position  is  maintained. 

Certainly,  there  are  many  impediments  to  achieving  this  goal.  Cost  is  a  prob- 
lem. The  appropriate  index  to  be  used  for  the  purpose  of  cost-indexing  is  another. 
Despite  these  problems,  however,  constant  pressure  must  continue  to  be  applied 
In  order  that  the  incremental  and  perfecting  changes  wull  be  made  in  the 
program. 

CONCLUSION 

An  increased  effort  must  be  made  to  assure  that  all  aged,  blind  and  disabled 
persons  potentially  eligible  for  benefits  under  the  SSI  program  must  be  brought 
into  the  program  to  receive  the  benefits  to  which  they  are  entitled.  While  the 
removal  of  the  SSI  resource  test  would  be  desirable,  liberalization  of  resource 
test  regulations  and  the  cost-indexing  of  resource  test  amounts  and  exclusions 
would  be  acceptable.  The  income  exclusions  should  likewi.se  be  insulated  against 
inflation. 

With  respect  to  the  federal  SSI  payment,  the  amount  should  be  set  at  a  level 
not  less  than  the  poverty  threshold  as  that  term  is  currently  deflned.  As  a  com- 
pliment, the  federal  SSI  payment  should  be  cost-indexed  to  preserve  the  purchas- 
ing power  of  SSI  benefits  over  time.  Finally,  in  order  to  preclude  cost-of-living 
increases  in  the  federal  SSI  payment  from  inuring  to  the  benefit  of  those  states 
which  are  supplementing  that  basic  payment,  those  states  should  at  least  be 
required  to  pass-through  such  increases. 
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LETTERS  AND  STATEMENTS  SUBMITTED  BY 
ORGANIZATIONS  AND  INDIVIDUALS 

ITEM  1.  LETTER  FROM  RUTH  R.  HOUGHTON,  MARICOPA  COUNTY  LE- 
GAL AID  SOCIETY,  PHOENIX,  ARIZ.;  TO  SENATOR  FRANK  CHURCH, 
DATED  JULY  12,  1974 

Deae  Senator  Church  :  Since  I  cannot  attend  your  Committee's  hearings  on 
July  15  and  16,  please  permit  me  to  submit  some  information  about  S.S.I,  prob- 
lems in  Arizona  for  the  Committee's  consideration. 

A  program  which  was  described  as  beginning  of  guaranteed  minimum  income 
for  needy  adults  has  turned  out  to  be  nothing  more  than  a  federally  administered 
welfare  program — hut  one  that  /s  lacking  the  immediate  remedies  that  were- 
available  when  adult  public  assistance  categories  were  administered  locally. 

The  safeguards  put  into  the  law  by  the  Congress  to  minimize  hardships  during 
the  conversion  period  have  been  made  inoperative  by  administrative  regulations 
handed  by  Secretary  "Weinberger.  Allow  me  to  cite  some  examples  : 

Prcsvmjyfive  Eligibility — Our  local  Social  Security  Administration  officials, 
following  instructions  from  Washington,  will  not  "presume"  an  applicant  to  be 
disabled  if  he  has  two  limbs  missing — he  must  have  three  limbs  missing,  or  have 
two  limbs  missing  and  be  deaf  to  qualify  as  a  "presumptively  eligible  person". 

Emergency  Assistance — Emergency  payments  require  S  tvorking  days  to 
process. 

Payment  is  authorized  by  the  local  Social  Security  office,  v.iiich  then  : 
Setids  the  authorization  to  San  Francisco  for  approval,  which  then  : 
Sends  approval  to  the  Treasury  office  in  Birmingham,  Alabama,  which' 
then : 

Mails  an  emergency  check  to  the  recipient — if  there  are  no  problems  with 
approval,  personnel,  or  computer. 

Redeterminations — Arizona  transferred  24,000  individuals  over  to  S.S.I,  in 
January  1974.  These  persons  were  "grandfathered"  into  the  program  under  rules 
existing  in  the  State  Plan  prior  to  the  changeover.  However,  their  continuing 
eligibility  is  being  evaluated  under  Social  Security  Administration  rules,  whirh 
In  many  in-tances  are  more  restrictive — especially  for  the  disabled.  For  exam]!le, 
an  unemployable  disabled  widow  could  qualify  for  assistance  payments  under 
A.P.T.D.  The  same  woman  cannot  qualify  as  a  disabled  widow  for  S.S.A.  or 
S.S.I,  if  her  usual  occupation  has  been  that  of  housewife  in  her  own  home,  and  if 
she  can  keep  her  own  hrmse  without  the  aid  of  a  paid  housekeeper.  Such  a  person 
now  is  thrown  on  local  relief  rolls  with  no  federal  participation  in  her 
maintenance. 

Work  Load  and  Statflng — Between  .January  1,  1074  and  April  1.  1974.  R.7S8  new 
S.S.I,  applications  were  taken  in  Arizona.  Between  now  and  June  1975,  Social 
Security  representatives  must  redetermine  eligibility  of  the  24.000  persons  trans- 
ferred, in  addition  to  that  of  the  new  applicants  who  have  been  approved  for 
S.S.I. 

The  increased  work  must  be  handled  without  an  inxfrease  in  staff.  There  is  a 
freeze  on  hiring  within  the  Social  Security  Administration  in  Arizona.  As  posi- 
tions become  vacant  through  transfer  or  resignation,  they  cannot  be  filled. 
Arizona  has  14  less  Social  Security  positions  now  than  it  had  at  the  time  of  the 
conversion  to  S.S.I,  in  January.  However,  the  permanent  staff  can  work  unlim- 
itpd  overtime  with  time  and  one-half  pay!!  This  seems  a  questionable  way  to 
operate  an  agency  and  to  serve  the  public. 

Hearings  and  Appeals — Suspensions  of  S.S.I,  payments  without  prior  notice 
were  occurring  in  large  numbers  until  a  Federal  District  Court  ordered  the  Sec- 
retary of  H.E.W.  to  stop  the  practice.  Now,  however,  notice  of  suspension  is. 
being  given  verbally  in  many  instances,  although  initiation  of  an  appeal  is  not; 
possible  without  a  written  document  to  verify  the  suspension. 
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The  first  local,  Maricopa  County  hearing  on  an  S.S.I,  case  was  held  on  July  8, 
even  though  many  requests  for  hearings  Iiave  heen  filed  since  the  law  went  inta 
eft'ect  in  January.  Secretary  Weinberger  is  taking  the  position  that  the  case  law 
which  grew  up  around  categorical  aid  programs  does  not  apply  to  S.S.I.  The 
delay  in  scheduling  hearings  appears  to  deliberate  and  part  of  a  policy  designed 
to  prevent  the  establishment  of  precedents. 

Since  H.E.W.  specifically  refuses  to  pay  costs  of  transportation,  independent 
medical  evaluations,  or  legal  services  to  S.S.I,  appellants,  a  crushing  work  load 
has  fallen  on  legal  aid  attorneys,  who  are  ill-prepared  to  undertake  the  extremely 
complex  medical-legal  problems  Involved  in  disability  eases.  Because  Social 
Security  Disability  cases  are  "fee  generating"  legal  aid  attorneys  are  not  per- 
mitted to  accept  them.  Legal  aid  attorneys  are  therefore  inexperienced  in  that 
area  of  practice. 

I  believe  that  Congress  intended  to  improve  the  situation  of  our  country's 
needy  aged,  blind,  and  disabled  adults  when  it  enacted  the  Social  Security 
Amendments  of  1972.  I  hope  that  you  and  your  committee  will  examine  the 
policies  and  practices  being  followed  in  the  administration  of  the  Supplemental 
Security  Income  program  to  assure  that  the  intent  of  the  Congress  be  carried 
out. 

ITEM  2.  LETTER  FROM  MISKEL  PIASTRO,  JR.,  CHAIRMAN,  CALIFORNIA 
COMMISSION  ON  AGING,  SACRAMENTO,  CALIF.;  TO  SENATOR  FRANK 
CHURCH,  DATED  JULY  17,  1974 

Dear  Senator  Church  :  On  behalf  of  the  California  Commission  on  Aging, 
which  under  state  law  has  vested  in  it  the  responsibility  for  advocacy  on  behalf 
of  California's  senior  citizens,  I  would  like  to  make  the  following  remarks  for 
inclusion  in  the  record  of  the  hearings  the  Committee  is  holding  on  the  Supple- 
mental Security  Income  program. 

Of  nia.ior  concern  is  the  serious  understaffing  of  Social  Security  Offices  in  the 
state.  With  the  increase  in  workload  resulting  from  SSI  applications,  local 
dLstriot  offices  have  been  unable  to  make  timely  eligibility  determinations.  Re- 
ferrals from  SSI-Alert  projects  in  some  areas  will  not  be  handled  for  several 
■months.  In  addition,  persons  making  application  must  wait  several  hoiirs  in 
some  offices  or  return  at  a  later  time,  due  to  the  unavailability  of  staff  to  assist 
them.  This  is  especially  difficult  for  the  elderly,  blind  and  disaliled  who  have 
transportation  problems  and  physical  conditions  which  make  such  waits  and 
delays  a  serious  hardship.  Increased  staffing  of  hard-liit  offices  would  be  an  im- 
portant step  in  correcting  the  situation  which  affects  thousands  of  applicants. 

The  SSI-Alert  program  has  received  extensive  publicity  for  its  efforts  to 
locate  p  )tentially  eligible  recipients.  For  future  programs  of  this  type  we  would 
recommend  that  reliance  not  be  placed  on  volunteer  efforts,  but  on  outreach 
\Aorkers  who  are  paid  by  the  responsible  government  agency.  SSI-Alert  in 
California  experienced  serious  difficulties  because  of  the  inability  of  projects  to 
obtain  and  sustain  volunteer  activity  at  an  effective  level.  In  addition,  the  timing 
of  SSI-Alert  caused  serious  problems  ;  the  projects  got  underway  at  the  beeinning 
of  this  year  when  Social  Security  offices  were  being  overwhelmed  by  SSI  in- 
quiries and  applications  as  well  as  by  problems  raised  by  the  transfer  of  respon- 
sibility for  adult  aid  from  the  state  to  the  federal  government.  Referring  more 
applicnnts  to  Social  Security  district  offices,  when  they  v.'ere  unable  to  handle  the 
workloads  imposed  by  assumption  of  the  SSI  program,  created  hardships  for 
everyone  involved.  In  Los  Angeles  recently,  one  district  office  estimated  that  it 
would  be  six  to  nine  months  before  they  would  be  alile  to  process  SSI-Alert 
referrals. 

Legislative  action  to  require  eligibility  determination  and  check  issuance 
within  sixty  days  from  the  initial  written  application  would  ensure  that  appli- 
cants receive  benefits  within  a  reasonable  length  of  time.  Applicants  are  per- 
mitted a  one-time-only  emergency  advance  payment  of  $100  in  certain  instances. 
Thus,  if  determination  procedures  are  lengthy,  the  potential  recipient  must 
simply  go  without  after  the  .$100  advance. 

The  Commission  would  also  strongly  support  legi.slation  to  pass  on  Social 
Security  cost  of  living  increases  to  SSI  recipients  who  also  receive  Social 
Security.  As  I  am  sure  you  are  aware,  Social  Security  increases  are  not  being 
realized  by  SSI  recipients.  We  would  also  recommend  that  a  cost  of  living  in- 
crease tied  to  the  consumer  price  index  be  included  in  the  Supplemental  Security 
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Income  program  and  that  such  cost  of  living  increases  be  passed  on  by  states 
with  state  supplements.  Both  of  these  changes  would  help  make  SSI  a  viable 
income  for  the  poor,  blind,  disabled,  and  elderly. 

The  $25,000  limit  on  the  fair  market  value  of  a  home  used  in  determining 
eligibility  for  SSI  is  of  concern  to  us.  Inflation  has  revalued  modest  homes  in 
many  areas  into  the  over  .$25,000  bracket.  Therefore,  low-income  elderly  persons 
whose  income  levels  and  other  resources  would  qualify  them  for  SSI  find  them- 
selves ineligible.  Raising  the  limit  on  allowable  home  value  would  alleviate  this 
problem.  California  now  places  no  limit  on  home  value,  but  SSI  applicants  who 
would,  except  for  the  value  of  their  home,  qualify  for  benefits  must  go  to  their 
local  county  welfare  ofiice  to  apply  for  them. 

Loss  of  an  SSI  check,  either  through  theft,  mailing  error,  or  personal  loss, 
creates  a  hardship  for  the  SSI  recipient.  At  the  present  time,  if  a  recipient  fails 
to  receive  his  check  or  loses  it,  the  district  Social  Security  ofiBce  must  refer  the 
problem  for  further  investigation  to  Birmingham,  Alabama  where  the  check 
was  issued.  This  procedure  may  result  in  a  delay  of  three  weeks  or  longer.  We 
would  propose  that  an  affidavit  signed  by  the  SSI  recipient  be  suflScient  to  re- 
lease a  duplicate  check,  eliminating  the  long  delays  and  accompanying  hardship. 

Categories  of  presumptive  disability  are  extremely  narrow  due  to  stringent 
federal  interpretations.  A  person  may  be  declared  I'resumptively  disabled  only 
if  he  is  missing  two  limbs,  one  leg  to  the  hip.  or  is  totally  deaf.  If  one  is  not  pre- 
•sumptively  disabled,  the  process  of  getting  SSI  benefits  due  to  disability  is  ex- 
tremely long.  Expansion  of  presumptive  disability  categories  would  assist  the 
•disabled  to  get  benefits  within  a  reasonable  length  of  time. 

The  Social  Security  Administration  regards  couples  who  hold  themselves  out 
to  the  community  as  man  and  wife,  to  be  married  for  pun^oses  of  determining 
l)enefits.  When  such  a  couple  separates,  SSA  continues  to  give  them  couples 
benefits  for  six  months  after  separation  rather  than  changing  to  single  iiersons 
I»enefits  immediately.  This  results  in  two  unlivable  incomes  for  the  persons  in- 
volved. In  California,  couples  benefits  are  $440  while  single  persons  benefits  are 
.$235.  Recognizing  separations  when  they  take  place  or  within  a  month  from  that 
time  would  provide  the  individuals  affected  with  the  means  to  maintain  them- 
selves separately. 

We  will  look  forward  to  improvements  in  the  SSI  program  as  an  outcome  of 
your  hearings  and  would  appreciate  receiving  a  copy  of  the  final  transcripts. 


ITEM  3.  LETTER  FROM  MARGARET  H.  JACKS,  DIRECTOR,  DIVISION  OF 
AGING,  DIVISION  OF  HEALTH  AND  REHABILITATIVE  SERVICES, 
TALLAHASSEE,  FLA.;  TO  SENATOR  FRANK  CHURCH,  DATED  JULY 

10,  1974 

Dear  Senator  Church  :  This  report  is  being  submitted  in  answer  to  the  re- 
quest from  Mr.  James  .1.  O'Malley,  Deputy  Director  of  the  New  York  State  Execu- 
tive Department  Office  for  the  Aging.  The  report  consists  of  a  statement  on 
Florida's  experience  with  Phase  I  of  the  S.S.I.  Alert. 

Our  projects  didn't  begin  on  any  one  date,  and  although  the  beginning  date  had 
been  set  at  January  1.  1974  it  wasn't  until  Febiaiary  21  that  S.S.I.  Alert  funds 
"were  actually  in  the  hands  of  the  two  American  Red  Cross  Divisions,  involving 
fourteen  Chapters'  S.S.I.  Alert  Projects.  In  areas  where  Red  Cross  did  not  ac- 
cept Plan  A  responsibility,  where  we  had  no  Areawide  Agencies  on  Aging.  Divi- 
sion of  Family  Services,  Department  of  Health  and  Rehabilitative  Sei^ices,  was 
able  to  get  to  work  March  1.  The  progress  of  S.S.I.  Alert  projects  was  no  better, 
in  every  case  than  the  willingness  and  alulity  of  each  District  Office  of  Social 
Security  Administration  to  cooperate  with  the  local  S.S.I,  project  director.  In 
several  cases  (which  can  be  documented,  if  necessary)  the  S.S.A.  District  Man- 
ager seemed  to  think  the  S.S.I.  Alert  a  nuisance,  an  interruption  of  their  usual 
routine  and  a  confounding  of  their  already  confused  state  due  to  the  overwhelm- 
ing task  of  converison  to  S.S.I,  rolls.  Naturally,  this  situation  was  reflected  in 
training  of  volunteers  which  was  mandated  as  a  S.S.A.  duty,  coml)ined  with  some 
input  from  American  Red  Cross.  In  some  few  areas.  S.S.A.  did  such  an  inade- 
quate ti'aining  job.  that,  after  the  initial  training  session,  the  S.S.T.  Alert  proj- 
ect took  on  subsequent  training  sessions  rather  than  have  the  S.S.A.  do  an  in- 
adequate job.  Naturally.  I  am  m»'ntioning,  first,  the  exceptions  to  the  rule  which 
was  adequate  cooperation  from  S.S.A.  In  a  very  few  areas  there  was  actually 
enthusiastic  cooperation  on  the  part  of  S.S.A. 


The  whole  area  of  transfer  or  "conversion"  from  State  Old  Age  Assistance  to 
SSI   was  a  nightmare !  It  seemed  as  if  S.S.A.  was  trying  to  do  a  job  requiring 
the'rnost  sophisticated  computers  while  using  an  abacus  and  the  fingers  ot  two 
hands.  I  have  been  told  by  several  S.S.A.  District  managers  that  there  are  daily 
problems   with   conversions   and  new   referrals    (tlirough   the   eftorts  of   b.b.l. 
Alert)  without  even  considering  what  will  happen  when  the  volume  of  new  re- 
ferrals appears   as  a  result  of  the  mail-out  to  individuals  on  print-out  lists, 
Anally  released  in  June.  This  last  fact  is  scandalous,  to  say  the  least !  While  the 
S  S  A   argued  back  and  forth  since  March  as  far  as  we  Icnow,  with  the  Commis- 
sion on  Aging  about  the  legality,  date  and  manner  of  release  of  the  print-out, 
potential  recipients  were  telephoning,  walking,  limping,  riding,  rowing   (where 
no  other  transportation  was  available)  to  the  S.S.A.  offices  to  try  to  get  informa- 
tion,  after  having  been  contacted  by  out-reach  workers  in  S.S.I.  Alert.  i>>o  nrm 
assurances  rewarded  them.  On  the  contrary,  along  came  the  news  that  1  ood 
Stamps  for  S.S.I,  recipients  would  be  denied  by  June  30  unless  the  laws  were 
changed   When  this  fact  was  learned,  in  some  areas,  it  became  impossible  to  get 
volunteers  to  go  out  to  tind  possible  S.S.I,  eligibles— this  was  the  volunteers 
way  of  expressing  dismav  at  the  Food  Stamp  situation.  All  S.S.I.  Alert  projects 
and  consortium  organizations  sent  cards,  telegrams,  and  letters  and  were  glad 
to  see  the  necessary  legislation  passed  at  the  eleventh  hour.  The  fact  that  we  do 
not  now  know,  and'may  never  know  how  many  potential  clients  resulted  in  deter- 
mined eligibles  does  not  make  the  volunteers  involved  happy  with  having  par- 
ticipated Even  in  the  small  matter  of  recognition  certificates  for  volunteers  (poor 
reward,  indeed  for  service  well-informed  ! )  the  S.S.I.  Alert  national  organization 
failed  to  keep  its  promise,  and,  in  Florida  we  had  make-shift  certificates  from 
American  Red  Cross  and  Division  of  Family  Services  in  their  respective  juris- 
dictions. , ,  ,  ,         -    , , 

I  am  firmly  convinced  that  the  people  of  this  state  would  have  been  better 
served  if  the  whole  effort  to  find  S.S.I,  eligibles  had  been  administered  through 
the  S.S.A.,  with  the  aid  of  the  Division  of  Family  Services,  both  of  which  or- 
ganizations had  prior  knowledge  of  clients  likely  to  he  eligible  for  S.S.I,  benefits, 
especially  if  the  granted  funds  could  have  been  applied  to  temporary  employees' 
salaries  and  logistic  support  in  each  District  office. 

In  spite  of  what  mav  seem  to  be  too  negative  a  report,  there  were  several  im- 
portant positives  that  emerged  from  the  Florida  S.S.I.  Alert  experience.  In  large 
part,  the  experience  of  working  with  consortium  organizations  was  an  education 
for  project  directors  and  a  great  help  in  publicizing  the  program  and  becoming 
accept-ed  by  hard-to-reach  possible  eligibles.  In  one  area,  a  local  N.A.R.F.E.  re- 
tiree received  a  state  award  for  his  tireless  work  in  the  S.S.I.  Alert.  I  believe 
the  Florida  image  of  the  American  Red  Cross  was  enhanced  by  the  quality  of 
involvement  of  the  Chapters.  I  know,  first-hand,  that  the  South  Florida  Division 
of  American  Red  Cross  administered  and  performed  in  an  exemplary  fashion, 
producing  large  numbers  of  referrals  in  a  large,  diverse,  bi-cultural  area  and  per- 
forming with  efficiency,  economy,  and  initiative.  This  division  deserves  special 
praises.  In  the  same  area  of  acknowledgement.  Region  IV,  Administration  on 
Aging,  Health,  Education  &  Welfare,  Atlanta,  deserves  special  thanks  for  coop- 
eration and  help. 

ITEM  4.  LETTER  FROM  JAMES  A.  BAX,  DIRECTOR,  DEPARTMENT  OF 
ENVIRONMENTAL  AND  COMMUNITY  SERVICES,  BOISE,  IDAHO;  TO 
SENATOR  FRANK  CHURCH,  DATED  JUNE  19,  1974 

Dear  Senator  Church  :  I  would  like  to  offer  the  following  summary  of  the 
I>roblems  our  Department  has  had  with  the  Bureau  of  Supplemental  Security 
Income  since  the  SSI  program's  inception.  I  am  including  several  statements 
made  by  SSI  recipients  in  Idaho  regarding  their  personal  problems  with  this 
program. 

Initially,  our  Department  signed  a  State  Data  Exchange  (SDX)  agreement 
with  the  Bureau.  We  were  to  be  supplied  with  daily  updates  from  SSI's  compu- 
ter center,  and  with  computer  printouts  noting  SSI  changes  affecting  our  own 
state  supplement.  The  BSSI  has  failed  to  uphold  its  part  of  the  agreement.  We 
are  not  receiving  daily  information  and  much  of  the  information  we  do  re- 
ceive is  erroneous  requiring  extra  staff  time  to  correct  it. 

An  additional  concern  is  the  Bureau's  failure  to  respond  to  the  needs  of 
Idaho's  Supplemental  Security  Income  recipients  by  making  timely  and  accurate 
payments.  At  this  date  we  are  still  experiencing  cases  of  reduced,  inaccurate,  or 
non-existent  payments  due  those  who  have  been  eligible  since  January. 
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Our  stafE  has  speut  more  time  straightening  out  BSSI's  mistakes  and  explain- 
ing payment  errors  to  the  aged,  blind,  and  disabled,  than  it  was  when  Idaho 
administered  the  program  itself. 

It  is  our  contention  that  the  Bureau  of  Supplemental  Security  Income  knew 
months  in  advance  of  the  January,  1974  starting  date,  that  the  program  would 
not  be  operational  at  that  time.  A  delay  of  even  six  months  would  have  allowed 
another  transaction  from  state  to  federal  administration  and  probably  pre- 
vented the  sort  of  hardships  that  Idaho's  aged,  blind,  and  disabled  have  had 
to  endure.  The  following  examples  of  payment  error  caused  by  the  Bureau  of 
Supplemental  Security  Income  are  taken  from  discussions  with  SSI  recipients. 
The  recipients  will,  of  course,  remain  anonymous. 

1.  Mr.  A  was  grandfathered  into  the  SSI  program  in  January.  At  that  time  he 
had  an  essential  person  living  in  his  household  who  was  included  on  his  public 
assistance  grant.  SSI  did  not  know  how  to  program  a  grant  with  au  essential 
person,  even  though  they  are  included  in  the  program,  and  Mr.  A  did  not  get  a 
check  for  three  months. 

2.  Mr.  B's  wife  was  receiving  a  Social  Security  benefit  on  the  account  of  her 
disabled  father.  The  benefit  continued  after  her  marriage  to  Mr.  B.  His  Supple- 
mental Security  Income  check  has  fluctuated  widely  from  month  to  month  be- 
cause SSI  cannot  decide  how  to  treat  his  wife's  Social  Security  Income.  He  gets 
a  check  one  month,  then  the  following  month  SSI  decides  that  he's  not  eligible. 
The  next  month  he  receives  a  much  reduced  check.  This  has  caused  a  hardship 
on  the  family  as  they  never  know  from  month  to  month  what  income  will  be 
available. 

3.  Mr.  and  Mrs.  C  received  several  SSI  checks.  Then  SSI  decided  that  they 
had  been  overpaid  (due  to  an  SSI  error).  SSI  then  recouiJed  the  overpayment 
from  future  checks,  so  the  couple  received  a  much  reduced  payment.  This  same 
situation  has  happened  to  many  recipients  and  is  grossly  unfair,  since  SSI 
committed  the  original  error.  If  SSI  must  recoup  payments  when  it  has  erred, 
it  should  not  be  done  by  automatically  reducing  future  checks  with  no  regard 
for  the  recipient's  unmet  needs. 

4.  Mrs.  D  separated  from  her  husband  in  late  December.  Under  SSI  regulations, 
a  separated  couple  are  not  treated  as  individuals  until  six  months  has  passed. 
Mrs.  D  has  no  income  but  her  hu^sband  received  a  pension.  Half  of  the  income 
from  the  pension  whs  deemed  to  Mrs.  D,  who  actually  had  no  access  to  it.  Thus, 
she  received  less  than  .$50.00  from  SSI  while  the  expense  of  her  single  living 
situation  greatly  exceeded  her  income. 

These  are  .lust  a  few  examples  of  the  problems  generated  from  the  Bureau  of 
Supplemental  Security  Income  which  affect  the  people  of  Idaho.  I  am  looking 
forward  to  learning  the  results  of  your  hearings  and  I  am  certain  that  Idaho's 
concerns  will  be  well  represented. 

ITEM   5.   LETTER   FROM   CECIL   D.   ANDRUS,    GOVERNOR,    STATE    OF 
IDAHO,  BOISE;  TO  SENATOR  FRANK  CHURCH,  DATED  JULY  8,  1974 

Dear  Senator  Church  :  I  would  like  to  take  this  opportunity  to  comment 
upon  the  Supplemental  Security  Income  Program  and  its  effect  upon  Idaho's 
citizens. 

When  the  Idaho  Department  of  Health  and  "Welfare  signed  a  State  Data  Ex- 
change (SDX)  agreement  with  the  Bureau  of  Supplemental  Security  Income, 
it  was  to  be  supplied  with  up-to-date  data  on  payment  amounts  and  other  changes 
which  would  affect  Idaho's  supplementation  of  SSI.  This  data  has  not  been  re- 
ceived with  the  regularity  and  accuracy  promised  by  BSSI.  Much  staff  time  has 
been  consumed  in  adjusting  erroneous  payments  and  in  explaining  SSI  errors 
to  Idaho's  disabled,  blind,  and  elderly. 

The  SSI  program  did  not  appear  to  be  geared  to  serving  the  public  when  it  was 
implemented  in  January  of  1974.  This  was  a  source  of  hardship  for  many  Idaho 
citizens. 

The  following  are  some  actual  instances  wherein  SSI  has  failed  to  function 
on  behalf  of  Idaho  citizens.  These  examples  are  presented  for  your  use  in  up- 
coming hearimrs. 

1.  In  one  field  oflice  of  the  Department  of  Health  and  Welfare,  over  twenty 
SSI  applications  are  still  pending  from  April  of  1974.  SSI  does  not  let  the  Agency 
know  when  a  case  has  been  approved,  so  a  represent^ative  of  our  Department  of 
Health  and  Welfare  must  call  weekly  or  more  frequently  to  check  on  approvals 
and  rejections. 
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2.  There  have  been  numerous  cases  in  which  eligible  individuals  have  not  re- 
ceived checks  for  up  to  three  months. 

3.  One  individual  should  have  been  grandfathered  into  the  SSI  program  but 
did  not  receive  a  check  until  our  Eligibility  Examiner  submitted  a  second  Con- 
version Date  Record  (CDR)  to  SSI. 

4.  Another  lady  applied  for  SSI  on  11-28-73.  Her  eligibility  for  SSI  was  not 
determined  until  G-25-74.  She  did  receive  a  retroactive  payment  of  approximately 
$800.00  but  that  went  to  repay  loans  she  had  been  living  on  for  seven  months 
while  SSI  determined  her  eligibility. 

5.  The  above  lady's  case  is  by  no  means  unique.  Consider  the  following  time- 
lags  : 

Application  date  Determination  date 

January  29,  1974  June  25,  1974 

January  29,  1974  June  7,  1974 

December  13,  1973  June  10,  1974 

January,  1974  May  20,  1974 

January,  1974  June  7,  1974 

These  gross  delays  certainly  indicate  a  problem  within  the  Disability  Deter- 
mination Unit  of  the  Bureau  of  Supplemental  Security  Income. 

6.  SSI  has  not  developed  a  capacity  for  responsiveness  to  the  needs  of  its 
clientele.  One  individual  did  not  receive  her  check  at  the  usual  time.  She  requested 
an  emergency  payment  and  received  it — three  weeks  later.  The  emergency  was, 
by  then,  much  more  acute. 

7.  In  another  case  a  gentleman  had  an  illness  which  could  be  corrected  by 
surgery.  He  applied  for  a  temporary  disability  benefit.  By  the  time  approval 
came  through,  he  was  back  at  work  without  the  benefit  of  Medicaid  to  help  with 
his  many  medical  bills. 

8.  The  case  of  three  widows  came  to  our  Department  of  Health  and  Welfare's 
attention.  They  were  entitled  to  SSI  benefits.  Unfortunately,  their  names  were 
deleted  from  the  payments  lists  at  the  same  time  as  those  of  their  respective 
deceased  husbands.  This  resulted  in  problems  for  the  ladies  when  they  had  to  get 
their  checks  reinstated. 

These  are  just  a  few  examples  of  the  delays  and  errors  caused  by  the  Bureau 
of  Supplemental  Security  Income  in  the  operation  of  its  program  in  Idaho.  I 
will  be  interested  in  hearing  the  results  of  your  efforts  in  this  matter  on  behalf 
of  our  state  and  its  people. 


ITEM  6.  LETTER  FROM  JOHN  FOLTZ,  SSI-ALERT  COORDINATOR, 
HEALTH  AND  SOCIAL  REHABILITATION  SERVICES  ADMINISTRA- 
TION, DIVISION  OF  HUMAN  SERVICES,  STATE  OF  LOUISIANA;  TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  12,  1974 

Deak  Senator  Church  :  Generally  speaking,  the  program  in  Louisiana  was 
successful.  We  have  eight  districts,  and  the  volunteer  program  in  all  of  these 
was  handled  through  the  Red  Cross  oflSces.  They  worked  with  the  same  district 
Social  Security  offices.  Both  organizations  were  most  cooperative. 

Statistically,  I  believe  Louisiana  was  estimated  to  produce  24,000  "new"  peo- 
ple eligible  for  SSI  benefits.  About  34,000  new  applications  were  received  with  at 
least  20,000  being  put  on  the  rolls  in  addition  to  the  129,000  "converted"  from 
State  assistance. 

Louisiana  was  already  pretty  well  saturated  with  old  age  recipients,  but  we 
found  a  big  field  among  the  disabled,  mentally  and  physically,  under  19  years  of 
age. 

The  most  successful  areas  were  the  ones  who  early  organized  a  consortium  of 
various  agencies  and  organizations  for  the  elderly,  and  kept  it  active  with 
monthly  meetings  and  participation.  The  least  success  was  obtained  in  areas 
where  there  was  no  cooperation,  even  jealousy,  between  agencies  and  groups, 
and  weak  organization. 

The  ridiculous  part  is  that  there  was  a  "Phase  II"  after  the  "Alert."  There  i|^ 
no  good  reason  why  these  two  efforts  could  not  have  been  combined  and  months 
ago.  Somebody  at  the  federal  level  goofed  in  planning. 

To  begin  with,  they  set  the  Red  Cross  effort  up  for  six  months  beginning 
1/1/74,  but  only  sent  us  enough  money  to  fund  them  for  90  days.  Before  3/31/74 
the  Red  Cross  a.sked  us  for  additional  time  and  funds  to  complete  the  job.  We 
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relayed  the  request  to  the  Federal  Regional  office.  They  never  could  get  a 
detiiiite  answer  from  AVashington  until  finally  a  letter  was  received  by  us  advis- 
ing Model  Project  funds  available  and  urging  that  part  be  used  for  SSI  Alert. 

We  immediately  notified  the  Red  Cross  and  asked  for  new  budgets  and  time 
required.  Requests  were  in  for  additional  time  from  six  weeks  to  ninety  days. 
Then  the  Federal  Regional  office  called  and  said  don't  count  on  our  money — 
might  not  be  available  after  all  1  Fortunately,  some  Red  Cross  offices  had  a  sur- 
plus from  the  first  ninety  days,  and  we  were  able  to  spread  this  around. 

Then  Phase  II  was  announced,  and  we  were  told  to  include  at  least  50%  of 
our  original  funds  in  the  Model  Project  funds  for  SSI ;  that  the  Social  Security 
would  send  out  letters  to  a  "lead  list"  and  they  would  need  the  Red  Cross  volun- 
teers to  follow  up.  The  Red  Cross  quite  properly  advised  their  program  was 
phased  out. 

We  made  arrangements  for  other  "outreach"  workers.  Following  instructions 
from  Washington,  we  contacted  the  Social  Security  offices  to  let  us  know  when 
the  v(tlunteers  were  needed.  They  advised  they  would  not  now  be  needed  as  the 
Federal  government  had  authorized  the  SSA  temporary  help  to  work  on  the  lead 
list! 

The  SSI  Alert  program  has  been  very  helpful  to  the  elderly  in  our  state.  First, 
the  financial  benefits  for  the  people  now  receiving  the  much  needed  checks.  Sec- 
ondly, because  of  the  publicity  not  only  from  the  media  but  by  word  of  mouth, 
many  more  iieople  in  the  state  are  now  aware  of  and  concerned  with  the  problems 
of  the  elderly.  This  makes  their  position  more  tolerable  and  also  means  more 
support  for  our  various  programs  for  the  aged. 


ITEM  7.  LETTER  FROM  GWEN  M.  BEDFORD,  PRESDENT,  SENIOR  CITI- 
ZENS COUNCIL  OF  GREATER  PHOENIX  AREA,  PHOENIX,  ARIZ.;  TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  13,  1974 

Dear  Senator  Church  :  We  understand  that  your  Committee  is  holding  Hear- 
ings on  the  operation  of  the  SSI  program.  From  our  viewpoint,  the  major  problem 
areas  are  the  following: 

1.  The  income  provided  under  the  program  leaves  many  eligibles  far  below 
what  has  been  defined  as  the  poverty  level  by  the  Federal  Government ; 

2.  Arizona  passed  legislation  in  May  1974  providing  some  minimal  medical  and 
other  sun'ival  assistance  supplementing  SSI ;  however,  a  bill  which  provided  for 
the  use  of  the  federal  poverty  level  in  needs  determination  for  welfare  recipients 
(introduced  by  the  House  Minority  Leader)  died  in  Committee;  the  State  is  just 

not  doing  its  job  in  supplementation  ;  and 

3.  Delays  and/or  foul-ups  in  payments  are  all  too  common — the  result  of  the 
heavy  workload  of  the  Social  Security  Administration. 

On  paper,  the  shift  to  the  Federal  level  to  effect  uniformity  in  assistance  pay- 
ments was  and  still  is  a  good,  sound  idea.  Arizona,  however,  is  a  non-people- 
oriented  state  and  has  a  long  history  of:  (1)  making  believe  that  welfare  prob- 
lems do  not  exist;  (2)  appropriating  money  for  welfare  programs  and  then 
taking  steps  to  insure  the  reversion  of  "the  surplus"  to  the  General  Fund  at  the 
end  of  the  fiscal  year;  and,  (3)  computing  neetls  determination  on  a  base  that 
makes  even  an  approach  up  to  the  poverty  level  impossible.  In  contrast  to  other 
states  which  provide  decent  supplementation  for  SSI  recipients,  the  shift  to  the 
Federal  level  has  provided  the  power  sources  with  an  excuse  for  maintaining 
the  status  qiio.  Even  wdth  our  gain  of  Medicaid  after  an  8-year  holdout,  we  face 
a  long  iiphill  fight  to  get  our  indigent  and  low-income  elderly  up  to  subsistence 
in  assistance  for  other  than  medical  needs. 

Assigning  SSI  to  the  Social  Security  Administration  may  have  seemed  logical 
when  the  SSI  legislation  w^as  drafted,  but  it  has  certainly  turned  out  to  be  a  bad 
decision  from  a  practical  standpoint.  We  have  watched  some  of  the  Social  Se- 
curity people  here  (wdth  help  from  the  Arizona  Dept.  of  Economic  Security)  make 
heroic  efforts,  but  the  load  is  just  too  much  added  to  the  burden  they  already  had. 

Moreover,  the  SSI  Alert  fell  more  or  less  flat  on  its  face  in  areas  of  high  popu- 
lation density,  again,  despite  the  valiant  efforts  of  many  people,  including  the 
many  senior  volunteers  who  participated.  In  such  areas,  the  job  was  just  too  big 
for  the  provisions  for  its  execution  and  there  are  still  eligibles  among  the  iso- 
lated elderly  who  are  in  dire  need  and  have  not  applied. 
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When  people  are  on  their  uppers  for  cash  to  survive  on,  delays  and  lack  of 
information  on  sources  of  help  are  not  simply  an  inconvenience.  ^Nlore  often  than 
not,  they  are  a  matter  of  life  and  death. 

As  we  are  sure  you  are  doing,  this  whole  "system"  must  be  reexamined  in  terms 
of:  (1)  the  realities  of  life  in  areas  where  people-needs  have  the  lowest  of  pri- 
orities ;  (2)  effective  provisions  for  locating  eligibles  in  concentrated  populations  ; 
and,  (3)  shifting  program  administration  from  the  current  overload  conditions 
to  a  setup  that  is  consistent  with  sound  management  and  effective  service 
patterns. 

ITEM  8.  LETTER  FROM  VINCENT  A.  MARCHISELLI,  BRONX,  N.Y.;   TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  16,  1974 

Senator  Church  :  I  wish  to  submit  the  following  testimony  in  the  hope  of 
influencing  the  future  direction  of  Supplemental  Security  Income : 

The  Federal  Government  has  provided  cost  of  living  increases  twice  since 
January  1974  to  the  aged,  the  blind  and  the  disabletl.  Each  time,  the  New  York 
State  Department  of  Social  Seiwices  in  defiance  of  the  law's  intent  has  decreased 
by  a  like  sum — a  total  of  $16 — its  SSI  payments  to  the  aged,  blind  and  disabled. 

New  York  State's  Department  of  Social  Services  has  done  tliis  without  any 
clear  directive  from  either  the  legislature  or  from  the  governor  who  have  allowed 
a  civil  body  without  any  legislative  power  to  legislate  against  the  interests  of  the 
helpless. 

There  is  a  second  problem :  SSI,  which  in  part  was  enacted  to  simplify  welfare 
pi'ogram  administration,  is  now  so  thoroughly  complicated  that  almost  nobody 
in  my  State  understands  the  program,  and  that  includes  most  of  the  people  wlio 
administer  it.  On  the  other  hand  the  few  administrators  who  do  understand  it 
seem  dedicated  to  .seeing  the  new  program  fail. 

Although  I  understand  it  is  not  your  committee's  purpose  to  write  new  SSI 
legislation,  I  urge  Congress,  by  whatever  means  required,  to  compel  the  State 
of  New  York  and  other  recalcitrant  states  to  pass  along  all  the  cost  of  living 
increases  that  the  Federal  Government  provides.  I  would  make  any  new  law 
retroactive,  to  include  the  two  increases  denied  by  New  York's  Department  of 
Socinl  Services. 

If  Congress  does  not  revise  the  law  immediately,  the  problem  of  survival  for 
the  aged  and  infirmed  will  become  catastrophic.  That  is  no  exaggeration,  not 
when  so  many  people  today  are  compelled  to  eat  dog  and  cat  food  or  literally 
starve. 

If  the  Congress  cannot — or  will  not — act  to  make  New  York  State  conform  to 
tlie  si)irit  of  the  SSI  law.  I  i)romise  tliat  if  I  am  elected  to  the  New  York  State 
Assembly,  my  first  legislative  proposal  will  be  to  remedy  my  state's  deliberate 
and  cynical  abuses  of  the  Federal  law. 

But  l)y  tlien — several  months  away — it  may  be  too  late. 

I  hope  this  submission  will  encourage  early  action  by  both  Houses  of  Congress. 


ITEM  9.  LETTER  FROM  ROBERT  B.  ROBINSON,  DIRECTOR.  DIVISION 
OF  SERVICES  FOR  THE  AGING,  STATE  OF  COLORADO,  DENVER;  TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  12,  1974 

Dear  Senator  Church  :  I  have  been  informed  you  will  he  conducting  hearings 
on  the  Supplement^^l  Security  Income  Program  during  this  month.  Though  I  will 
be  unable  to  attend  in  person,  I  would  like  to  make  a  few  comments  on  the  SSI 
I'rogram  as  it  was  implemented  in  Colorado. 

At  the  beginning  of  the  year  there  were  delays  in  the  receipt  of  checks  by  re- 
cipients. Because  of  tliis,  tlie  Colorado  Department  of  Social  Services  had  to 
make  payments  in  some  counties  which  could  be  considered  excessive  as  they 
totaled  nearly  a  million  dollars. 

On  occasion  Colorado  has  had  problems  similar  to  those  in  the  State  of  Texas 
whereby  errors  in  information  were  received  in  Colorado  on  the  tapes  which  were 
sent  from  the  Central  Social  Security  Office  in  Baltimore. 

Though  these  problems  have  been  critical,  our  greatest  difficulty  has  been  in 
estalilishing  the  disability  determination  by  the  Social  Security  Administration 
as  far  as  it  affects  the  Medicaid  eligibility  of  individuals.  During  this  excessive 
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length  of  time  while  the  eligibility  is  being  determined,  there  is  no  way  that 
needed  services  can  be  provided  the  individual.  This  has  created  undue  hardships 
and  is  not  in  accord  with  good  service  delivery  concepts. 

Another  problem  has  occurred  when  the  State  turns  over  information  to  the 
Social  Security  Administration  about  a  claim,  and  the  claim  is  denied.  In  this 
case,  when  an  appeal  is  filed  the  State  has  to  obtain  from  the  Social  Security 
Administration  the  necessary  information  to  adequately  pi*epare  for  the  appeal. 

This  problem  has  been  compounded  by  the  confidentiality  of  information  regu- 
lations established  in  the  Social  Security  Act.  We  recognize  the  need  for  such 
confidentiality,  but  at  the  same  time  without  proper  information  a  proper  appeal 
cannot  be  prepared. 

In  our  State  in  particular  there  appears  to  have  been  some  diflSculty  in  trans- 
ferring the  Needy  Disabled  from  the  State's  AND  program  to  the  SSI  Program. 
This  has  been  caused  because  of  differences  in  qualification  between  the  two 
programs,  particularly  the  length  of  time  required  for  a  person  to  be  considered 
eligible  under  the  SSI  Program  and  of  course  the  different  concepts  of  indi- 
vidual decision  makers  as  to  what  is  and  is  not  a  disabling  factor.  Another 
difficulty  has  been  created  when  a  recipient  moves  from  one  State  or  within 
the  State,  and  his  checks  are  not  forwarded  by  the  Post  OflSce  but  are  sent  to 
Alabama  and  there  is  frequently  an  undue  delay  in  the  return  of  the  check  to 
the  proper  individual. 

When  this  was  a  State  responsibility,  the  local  Post  Ofiice  knew  where  the 
person  had  moved  to,  or  the  local  County  Department  of  Social  Services  was 
able  to  send  the  check  directly  to  the  recipient  with  no  delay. 

The  State  of  Colorado,  as  of  .July  1,  was  supplementing  the  SSI  income  up  to 
$171.00  per  month.  Because  of  Colorado  sending  a  separate  check,  this  has 
created  some  problems  for  older  persons  as  they  do  not  understand  why  they 
get  one  from  Social  Security  early  in  the  month,  and  one  from  the  State  later  in 
the  month.  Though  this  has  not  been  ideal,  it  has  been  helpftil  to  older  persons 
and  it  gives  them  an  opportunity  to  maintain  a  higher  standard  than  if  all  they 
received  was  the  SSI  income.  It  has  created  an  administrative  problem  in  co- 
ordination between  federal,  state  and  local  levels  of  Government. 

There  are  other  problems,  and  some  diflBculties,  however  most  of  these  are 
minor  and  will  be  resolved  shortly. 

The  State  Department  has  a  good  working  relationship  with  the  Rej^onal  and 
local  Social  Security  offices,  and  is  receiving  information  and  technical  assist- 
ance from  them. 

In  our  estimation  the  SSI  Alert  program  was  not  as  effective  as  it  could 
have  been,  but  that  was  primarily  because  of  the  rapidity  with  which  the  pro- 
gram was  requested  to  be  implemented  and  the  failure  on  the  part  of  local 
organizations  to  provide  an  effective  consortium  at  the  Regional  (in-State  Re- 
gion) levels.  Hopefully  in  the  future  when  such  programs  are  designed  at  the 
National  level,  someone  from  the  local  level  will  be  involved  so  that  there  will  be 
complete  agreement  as  to  just  how  much  support  they  can  expect  from  local 
organizations. 

If  we  can  be  of  further  assistance  to  you,  please  let  me  Imow. 


ITEM  10.  LETTER  FROM  RICHARD  MICHAUD,  DIRECTOR,  BUREAU  OF 
MAINE'S  ELDERLY,  DEPARTMENT  OF  HEALTH  AND  WELFARE,  STATE 
OF  MAINE,  AUGUSTA;  TO  SENATOR  FRANK  CHURCH,  DATED  JULY  12, 

1974 

Dear  Senator  Church  :  Attached,  for  your  information,  is  a  summary  report 
of  deficiencies  in  the  Supplemental  Security  Income  Program. 

We  sincerely  hope  that  through  your  Committee  hearings,  corrective  measures 
will  be  adopted  to  improve  the  administrative  and  delivery  systems  of  SSI. 

In  addition  to  the  summary  report,  we  hope  .  .  .  indeed,  urge  .  .  .  legislation 
that  would  allow  for  a  "pass  through"  on  all  cost  of  living  increases.  It  is  diflS- 
cult  enough  for  the  aged,  blind,  and  disabled  to  live  on  a  fixed  income  in  this 
time  of  rampant  inflation,  soaring  costs,  and  medical  bills  that  keep  rising.  It 
seems  an  injustice  to  grant  a  cost  of  living  raise  in  Social  Security  and  then 
t.ike  the  same  amount  away  from  SSI.  Not  only  that,  but  in  the  loss  of  Medicaid. 
Without  Medicaid,  the  financial  loss  to  these  people  is  staggering. 
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We  strongly  believe  in  the  benefits  of  SSI.  It  responds  specifically  to  those 

that  need  it  the  most.  However,  there  has  to  be  some  changes  made,  if  it  is  to 

work  effectively. 

[Enclosure] 

Summary  Repokt 

We  have  attempted,  in  this  summary,  to  give  a  factual  and  honest  report  on 
the  major  problems  facing  the  new  applicant  and  recipient  of  SSI.  It  should  be 
noted  that  the  cooperation  between  this  office  and  the  local  branches  of  the  SSA 
has  been  excellent.  We  know  they  have  worked  overtime,  night  after  night,  and 
even  on  Saturdays  to  catch  up  with  their  workload. 

But  with  all  their  efforts  to  get  new  people  on  the  program  and  to  correct  the 
records  of  i)eople  already  on,  somewhere  along  the  line  the  information  is  not 
•'plugged  in"',  or  it  is  slowed  down,  or  it  seemingly  never  gets  used.  It  is  in  this 
area  tliat  we  are  concerned. 

The  following  are  our  findings  : 

1.  For  many  people,  the  delay  in  receiving  a  response  on  whether  or  not  they 
qualify  for  SSI.  is  exasperating.  Weeks  go  by,  sometimes  months,  before  they 
know  definitely  the  status  of  their  application.  Somehow,  the  process  must  be 
speeded  up. 

2.  Even  after  the  applicant  has  been  notified  that  he  has  qualified  for  SSI,  it 
sometimes  takes  months  before  he  receives  his  first  check. 

3.  While  legitimate  reductions  have  been  made  due  to  a  change  in  living  habits, 
disability  determinations,  other  income,  etc. — SSI  checks  received  suddenly  show 
a  reduction  with  no  apparent  reason  or  explanation.  Efforts  made  by  local 
officials  of  SSA  to  correct  the  mistake  seem  to  go  nowhere.  Errors  and  delays 
keep  occurring  with  the  same  people.  Meanwhile,  as  new  applicants  are  added  to 
the  program,  the  problem  multiplies. 

4.  Quite  often,  when  a  reduction  in  payment  is  about  to  take  place,  a  "Notice 
of  Change"  form  is  sent  to  the  SSI  recipient  (Form  #  SSA8151).  This  form  is 
also  used  for  notification  of  increases  in  payments.  The  wording  on  the  form 
reads.  "We  have  received  information  that  affects  your  payments  (or  those  of 
the  individual  named  above,  on  whose  behalf  you  applied  to  receive  payments). 
BasfHl  on  this  information,  we  are  taking  the  following  actions:"' 

But  the  reason  for  the  rediirtion  i."?  rarely  given  ! 

Consequently,  the  phones  start  ringing,  people  flood  the  offices  of  SSA,  letters 
are  written  to  find  out  "why".  At  the  same  time,  a  multitude  of  others  who  are 
sick  and  old  stay  at  home,  not  knowing  what  to  do. 

It  would  simplify  matters  if  a  reason  for  the  reductions  was  given.  This  would 
make  it  easier  for  the  person  receiving  SSI  benefits  to  contest  the  reduction  if  he 
had  documentation  and  he  felt  that  the  reduction  was  in  error. 

5.  Errors  are  being  made  that  result  in  some  people  receiving  two  checks,  both 
in  the  same  amount.  The  extra  checks  are  not  for  back  payments  and  here  again 
we  find  people  bewildered  and  confused.  This  causes  another  trip  to  the  Social 
Security  Office,  wliich  is  a  hardship  for  some  people,  and  results  in  the  workload 
being  backed-up  even  more. 

6.  Another  jiroblem  involves  people  who  receive  word  that  they  are  no  longer 
eligible  for  SSI.  In  many  cases,  this  is  not  true.  The  problem  is  that  sometimes 
this  is  part  of  a  mechanical  action  to  correct  the  file  of  the  recipient.  One  indi- 
vidual may  be  in  the  computer  with  more  than  one  claims  number.  To  get  the 
superfluous  number  off  the  file,  a  eloxinrj  has  to  take  place  and  the  recipient 
receives  information  that  he  is  no  longer  eligible.  He  has  no  tvay  of  knowing  that 
a  proper  account  is  still  open. 

ITEM  n.  LETTER  FROM  HARRY  F.  WALKER,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  STATE  UNITS  ON  AGING;  TO  SENATOR  FRANK 
CHURCH,  DATED  JULY  24,  1974 

Dear  Senator  Church:  Thank  you  for  inviting  the  National  Association  of 
State  Units  on  Aging  to  submit  testimony  to  your  Committee  on  the  subject  of 
administrative  and  programmatic  aspects  of  the  Supplemental  Security  Income 
Program.  I  have  been  in  contact  with  all  the  States  and  my  following  written 
statement  is  a  compilal^ion  of  responses  received  to  date  from  21  States. 

AVhile  it  is  not  my  desire  to  repeat  what  has  already  been  recorded  by  the 
Special  CommHtee  on  Aging  (in  report  No.  93-846,  printed  May,  1974),  I  do  want 
to  state  that  the  major  problem  areas  as  stated  (beginning  on  page  21  of  that 
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report)  remain  the  major  areas  commented  upon  by  the  individual  States.  These 
areas  are:  (1)  Administrative:  (2)  Food  Stamp  Prog;ram  (which  has  been  taken 
care  of  for  one  year  as  of  July  1st,  thankfully)  ;  (3)  Medicaid  ;  and  (4)  Ancillary 
Services. 

I  will  elaborate  in  detail : 

(1)  Administrative — While  a  few  States  expressed  positive  working  relation- 
ships with  the  Red  Cross,  most  of  the  States  experienced  diflSculties  with  Red 
Cross  being  chosen  as  the  funded  organization  to  implement  SSI  Alert,  ilany 
units  on  aging  felt  that  other  groups  within  their  States  that  were  more  directly 
tied  into  the  elderly  communities  should  have  been  the  lead  agency.  Other  com- 
ments regarding  Red  Cross  indicated  that  too  little  actual  door-to-door  outreach 
was  done,  with  major  outreach  emphasis  from  Red  Cross  being  placed  on  tele- 
phone contacts.  INIany  of  the  elderly  do  not  have  telephones  and  a  large  portion 
of  those  who  do  would  have  responded  to  the  initial  communication  more  com- 
fortably if  there  had  been  personal  contact. 

Questions  were  raised  as  to  why  intensive  mail-outs  did  not  occur  last  summer 
and  fall  1973  by  the  Social  Security  Administration  to  potentially  eligible  persons. 

A  number  of  States  had  received  complaints  regarding  personnel  in  Social 
Security  offices  who  interviewed  SSI  clients.  ISIany  showed  a  lack  of  interest,  a 
sensitivity  toward  the  older  person,  and  a  lack  of  knowledge  of  resources  avail- 
able for  referral.  For  many  rural  elderly,  lack  of  transportation  to  the  SSA  office 
was  a  problem. 

iNIany  comments  were  received  regarding  the  difficulties  encoimtered  in  be- 
coming qualified  as  disabled.  Specifics  were  reported  as  being  "fuzzy  in  some 
instances  and  the  length  of  time  for  having  a  disability  prior  to  being  qualified 
for  SSI  as  being  too  long.  Again,  many  people  felt  the  home  property  limit  of 
$2.5,000  and  assets  limited  to  $1,500  should  be  raised  or  eliminated.  Other  ques- 
tionable areas  of  qualification  include  the  "essential  person"  split,  and  "private 
sector  institutions"  having  to  deduct  in-kind  from  individual  amounts  of  ))enefits. 

While  some  States  had  consortiums  that  worked  beautifully,  others  reported 
it  as  "a  great  idea  ....  on  paper"  but  not  operational  within  their  States.  The 
use  of  volunteers  delayed  the  Alert  Program,  too.  There  was  a  large  turnover  in 
volunteers,  discouraged  by  unpleasant  weather  and  gasoline  shortage  during 
the  major  thrust  of  Alert.  Better  results  might  have  been  achieved  if  volunteers 
had  been  provided  a  nominal  fee.  Recipients  having  a  temporary  need  for  institu- 
tionalization, i.e.,  a  person  going  into  a  hospital  for  care  exceeding  30  days,  have 
no  provisions  for  maintaining  the  homes  the  patients  are  planning  to  return  to. 
Many  SSI  recipients  during  the  first  six  months  of  1974  suffered  emergency  situa- 
tions without  any  relief  due  either  to  their  not  being  told  emergency  as.sistance 
was  available  while  waiting  for  the  first  check,  or  in  some  States,  once  they 
became  a  SSI  recipient,  the  State  no  longer  felt  responsible  for  emergency  hard- 
ships that  might  occur. 

The  backlog  in  processing  applications  and  the  computer  mistakes  have  been 
spread  throughout  all  States.  One  State  described  the  frustration  felt  by  all  of 
us  stating,  "It  seemed  as  if  SSA  was  trying  to  do  a  job  requiring  the  most  sophis- 
ticated computers  while  using  a  abacus  and  the  fingers  of  two  hands." 

(3)  Medicaid — Most  States  were  pleased  with  the  cooperation  between  SSI 
and  INIedicaid  eligibility.  However,  there  is  considerable  concern  with  the  fact 
that  when  the  Social  Security  cost-of-living  increases  raise  .some  individuals' 
incomes,  they  will  be  above  the  prescribed  SSI  maximum  and  will  lose  Medicaid 
lienefits.  Many  elderly  have  already  experienced  difficulties  with  losing  Medicaid 
upon  receiving  SSI — thus  reducing  rather  than  increasing  their  financial  security. 

(4)  Ancillary  Services — The  complexity  of  eligibility  rules  for  the  variety  of 
service  programs  coupled  with  the  rising  inflation  now  occurring  makes  it  diffi- 
cult to  accurately  know  if  the  older  people  have  more  purchasing  power  with 
SSI  and  exactly  how  much  more. 

Appeals  and  Hearings 

A  few  States  have  had  experience  in  the  appeals  and  hearings  procedures.  Many 
applicants  are  not  told  the  details  of  this  process  and  even  when  told,  the 
legalistic  requirements  tend  to  discourage  the  applicant  from  proceeding.  We 
suggest  simplified  hearing  procedures  be  implemented. 

I  would  like  to  reaffirm  the  comments  made  earlier  liy  the  Idaho  Office  on  Aging 
to  Your  Committee  regarding  SSI.  As  stated  in  their  testimony,  the  long  term 
impact  on  the  elderly  as  a  result  of  the  panacea  implied  by  SSI  and  the  frustra- 
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tions  actually  experienced  by  the  elderly  as  they  tried  to  obtain  this  panacea  may 
well  have  created  negative  attitudes  towards  programs  initiated  in  their  behalf 
in  the  future. 

While  we  have  emphasized  the  problems  encountered  in  implementing  this 
new  program,  the  positive  should  also  be  a  part  of  our  testimony.  For  those 
elderly  who  are  now  receiving  their  SSI  check  monthly,  surely  none  can  question 
that  in  the  majority  of  cases  they  are  financially  better  off  than  before.  Also,  the 
self  concept  has  been  raised  because  the  benefits  are  coming  from  the  Social 
Security  Office  instead  of  a  check  from  the  local  welfare  department.  In  our 
testimony  we  have  tried  to  highlight  areas  that  need  improvement,  but  it  should 
be  said  that  for  a  great  many  older  persons  in  the  United  States,  SSI  has  been 
an  answer  to  their  prayers. 

We  have  been  asked  by  representatives  from  Puerto  Rico  and  the  Virgin 
Islands  to  urge  that  reconsideration  be  given  to  providing  SSI  benefits  for  their 
elderly  United  States  citizens.* 

Again,  thank  you  for  this  opportunity  on  behalf  of  all  the  State  Units  on  Aging 
to  express  our  views  on  the  Supplemental  Security  Income  Program. 

[Enclosure] 

Government  of  American  Samoa, 

Office  on  Aging, 
Pa()o  Pago,  American  Samoa,  August  7, 191-'^. 

Dear  Mr.  Walker  :  I  have  read  a  copy  of  testimony  you  sent  to  States  Units  on 
Aging,  previously  submitted  in  behalf  of  NASUA  to  Senator  Frank  Church  on 
the  subject  of  SSI  implementation.  I  am  also  concerned  on  this  subject.  You 
mentioned  that  representatives  of  Puerto  Rico  and  Virgin  Islands  urge  that  it 
be  given  their  elderly  SSI  benefits.  Perhaps  they  are  eligible  because  of  their 
United  States  citizenship  status. 

Let  me  turn  your  attention  to  American  Samoa,  a  United  States'  territory. 
Its  inhabitants  are  considered  United  States'  nationals,  rather  of  being  citizens. 
We  also  have  programs  for  the  aged.  I  have  made  inquiries  to  the  Social  Security 
Ofllice  here  in  Amei'ican  Samoa  to  consider  our  elderly  eligible  for  SSI  benefits.  I 
might  be  wrong  by  saying  that  every  Federally  funded  program,  there  shall  be 
no  discrimination  to  people  regardless  of  their  identities.  The  answer  I  received 
from  our  local  SSA  Office  is  that  American  Samoa  is  not  covered  under  this 
program.  This  tells  me  that  the  elderly  are  not  eligible  to  apply,  and  if  this  is  the 
case,  then  someone  is  depriving  others'  rights  under  the  laws  of  Federally  funded 
programs.  Some  questions  then  should  be  a.sked  as  to  why  were  U.S.  territories, 
including  American  Samoa,  excluded  from  the  application  of  SSI  programs,  its 
eligibility  and  what  was  the  rationale  behind  it.  if  there  was  any. 

I  would  appreciate  your  pre.senting  the  concern  I  have  regarding  the  applica- 
tion of  the  program  (SSI)  and  its  eligibility  to  Senator  Frank  Church.  I  urge 
that  reconsideration  be  given  in  providing  SSI  benefits  to  our  older  American 
Samoans. 

Sincerely, 

Penei  ]\IacFeely, 
Project  Manager,  Program  on  Aging. 


ITEM  12.  STATEMENT  OF  FRANK  RODIO,  JR.,  PLANNING  AIDE,  CAMDEN 
COUNTY,  N.J.,  DEPARTMENT  OF  PLANNING 

yiv.  Chairman  and  Distinguished  Members  of  the  United  States  Senate  Special 
Committee  on  Aging:  Who  are  "The  New  Forgotten  Americans"?  They  comprise 
some  28  million  "senior  citizens"  over  age  65  and  a  staggering  3%  or  13.390.000 
persons  comprising  the  U.S.A.'s  handicapped  population.  New  Jersey  has  a  senior 
citizen  population  of  1.120.000  and  a  handicapped  population  of  some  900,000.  I 
reside  in  Camden  County  which  has  a  senior  citizen  population  of  65,000  together 
with  100  senior  citizens'  cUibs  and  some  5,000  persons  comprising  the  handicapped 
population. 

I  have  diabetes  and  cerebal  palsy,  the  latter  being  classified  as  "neurologically 
impaired" — one  of  the  11  special  education  categories  recognized  by  New  Jersey. 
I  am  only  25  years  of  age.  but  I  feel  I  have  a  "vested  interest"  in  the  current 
deliberations  being  conducted  by  your  committee. 


"See  enclosure. 
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The  United  States  had  a  1972  per  capita  income  of  $4,400  and  a  1971  gross 
national  product  estimate  of  $1,050  billion.  United  States  vital  statistics  include 
birthrate  being  17.3  per  1,000  of  population  and  deathrate  being  9.3. 

United  States  life  expectancy  is  70.2  years.  Health  statistics  are  122.4  patients 
per  hospital  bed,  596.7  patients  per  physician,  and  infant  mortality  rate  is  19.2 
per  1,000  births.  New  Jersey  ranks  5th  in  the  nation  in  per  capita  income  of 
$4,811. 

New  Jersey  has  a  15.2  birthrate  per  1,000,  an  infant  mortality  rate  of  20  per 
1.000,  144  physicians  per  1,000,  G3  dentists  per  100,000  people,  a  7.1  per  1,000 
people  acceptable  hospital  beds  with  the  state  annual  expenditures  per  capita  for 
health  and  hospitals  being  $38.40. 

Under  the  present  health  care  system  currently  operating  in  the  United  States, 
the  average  working  man  cannot  afford  to  get  sick  or  even  retire.  That  is  not 
what  the  drafters  of  the  original  social  security  legislation  intended.  They  did 
not  even  favor  a  "cradle  to  the  grave"  health  care  retirement  system  approach  as 
is  practiced  in  Scandinavia,  the  United  Kingdom,  Uruguay  and  Western  Europe. 

"The  New  Forgotten  Americans"  face  the  combined  problems  of  a  "transpor- 
tation tyranny"  coupled  with  an  apparent  policy  of  "benign  neglect"  adopted  by 
all  governmental  levels  towards  their  problems  and  their  problems  are  real.  I 
speak  from  personal  experiences,  being  one  of  them. 

Several  of  the  1972  legislative  victories  for  "The  New  Forgotten  Americans" 
had  potentially  far  reaching  implications  for  America's  largest  "minority  group." 
They  first  sounded  very  appealing — a  new  federal  income  supplement  program 
to  replace  the  state  administered  Old  Age  Assistance  program  beginning  in  1974. 

This  has  not  been  the  panacea  for  "The  New  Forgotten  Americans"  that  its 
drafters  had  intended.  I  applied  for  Supplemental  Security  Income  (SSI)  on 
November  26,  1973.  The  paperwork  and  travel  alone  to  and  from  the  Federal 
Social  Security  office  can  be  discouraging  to  the  aged,  blind  and  disabled. 

It  takes  months  before  the  first  SSI  check  reaches  you.  For  five  years  after 
graduating  from  business  school  in  1969  I  could  not  find  suitable  employment. 
Finally  on  February  19.  1974  I  started  steady  work  at  the  Camden  County.  New 
Jersey  Planning  Department  at  a  salary  just  above  federal  poverty  level  sub- 
sistence. What  happened?  Because  the  Camden  County  Planning  Department 
"hired  the  handicapped"  (me),  I  was  penalized.  My  SSI  check  was  taken  away 
from  me.  I  request  that  you  gentlemen  correct  the  inequities  in  existing  law. 


ITEM  13.  LETTER  FROM  3IILDRED  KRASNOW,  EXECUTIVE  DIRECTOR, 
BERGEN  COUNTY  OFFICE  ON  AGING,  HACKENSACK,  N.J.;  TO  MR. 
W.  E.  ORIOL,  STAFF  DIRECTOR,  COMMITTEE  ON  AGING,  DATED 
JULY  25,  1974 

De.\r  Mr.  Oriol:  I  was  just  rereading  the  address  you  gave  at  the  meeting  of 
The  New  Jersey  Association  of  Office  on  Aging  Directors  and  Administrators  last 
month,  and  was  reminded  that  you  were  to  hold  hearings  on  SSI  during  the  week 
of  July  15. 

Since  you  asked  for  the  directors'  points  of  view.  I  would  like  to  comment  that 
in  Bergen  we  find  that  the  valuation  limit  of  $25,000  on  a  senior  citizen's  home 
is  completely  unrealistic  and  is  in  many  cases  the  major  obstacle  to  older  persons 
receiving  SSI  and  Medicaid  benefits. 

In  addition,  when  title  to  the  property  is  held  in  the  names  of  both  husband 
and  wife,  should  one  of  them  be  confined  to  a  nursing  home,  because  the  home 
may  be  assessed,  for  example,  at  $50,000  there  is  no  possibility  for  SSI  or  Medic- 
aid assistance.  The  value  of  the  jointly-owned  property  cannot  be  divided 
between  the  two,  which  would  permit  the  applicant  to  list  the  home  at  under 
$25,000.  Therefore,  in  order  to  qualify  for  help,  the  spouse  must  sell  the  property, 
find  other  living  quarters  at  Bergen's  exorbitant  rents,  use  up  his  resources  to 
keep  his  mate  at  approximately  $1,000  a  month  in  the  nursing  home,  and  when 
all  his  resources  are  depleted,  apply  for  SSI  himself.  This,  of  course,  is  demoraliz- 
ing and  frightening. 

Incidentally,  we  will  be  working  with  the  Social  Security  Administration  to 
screen  SSI  applicants  and  will  employ  a  few  Spanish-speaking  persons  to  assist 
because  of  the  language  barrier. 

According  to  the  U.S.  Bureau  of  Labor  Statistics,  Bergen  is  in  the  highest  cost- 
of-living  area  in  the  country.  What  might  be  helpful  in  another  section  of  the 
United  States  does  not  help  us.  T  hope  that  through  the  U.S.  Senate  Special  Com- 
mittee on  Aging,  modifications  of  the  present  SSI  regulations  will  be  made. 
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ITEM  14.  LETTER  FROM  WILLIAM  M.  NUSSBAUM,  PRESIDENT,  NEW 
YORK  AND  NEW  JERSEY  COUNCIL  OF  SOCIAL  SECURITY  DISTRICT 
OFFICE  EMPLOYEES,  AMERICAN  FEDERATION  OF  GOVERNMENT 
EMPLOYEES,  AFL-CIO;  TO  SENATOR  FRANK  CHURCH 

Mr.  Chairman  and  Members  of  the  Senate  Special  Committee  on  Aging,  as  the 
exclusive  representative  of  the  3600  non-management  employees  of  the  Social 
Security  Administrations  Bureau  of  District  Office  Operations  in  the  New  York 
Region,  comprising  the  states  of  New  York  and  New  Jersey,  we  believe  we  can 
provide  accurate  factual  and  detailed  insight  to  the  problems  experienced,  not 
only  by  the  employees  we  represent  but  also  the  public  they  service.  We  will 
endeavor  to  limit  our  testimony  to  the  areas  of  planning,  manpower  and  legisla- 
tive changes  that  would  tend  to  increase  efficiency  and  service  with  prompt  pay- 
ment of  benefits  to  the  public. 

Planning  and  Legislative  changes — At  best  we  can  say  that  the  planning  by 
Congress,  DHEW  and  SSA  prior  to  passage  of  Social  Security  Amendments  since 
1965  and  the  Supplemental  Security  Income  program  of  1972  has  been  inade- 
quate. A  review  of  the  number  of  man-hours  of  overtime  worked,  the  turnover 
of  employees  within  the  Administration  and  the  growing  amount  of  criticism 
from  the  general  public  over  the  nine  year  period  will  bear  this  out. 

Presently  more  than  9  out  of  every  10  Americans  are  covered  by  the  Social 
Security  Act,  one  of  every  eight  Americans  receive  Social  Security  benefits 
monthly  and  approximately  3.5  million  Americans  receive  Supplemental  Security 
Income  benefits  monthly.  If  a  program  of  this  magnitude  is  allowed  to  break 
down,  as  it  appears  is  happening,  the  economy  of  America  will  obviously  suffer. 

The  Supplemental  Security  Income  (SSI)  Program  was  designed  to  transfer 
aged,  blind  and  disabled  individuals  in  low  income  and  resource  levels  from 
state,  county  and  municipally  administered  programs  to  Federal  programs  admin- 
istered by  the  Social  Security  Administration.  One  of  the  primary  reasons 
advanced  by  the  Nixon  Administration  for  such  a  need  for  welfare  reform  was 
the  need  for  fiscal  responsibility  nationally  and  the  amount  of  monies  paid  out 
to  individuals  who  did  not  meet  the  requirements  for  payment — payment 
allegedly  made  illegally.  To  correct  this  aspect  of  administration,  the  Federal 
law  requires  face  to  face  interviews  of  all  individuals  now  filing  for  SSI  benefits. 
To  the  best  of  our  knowledge,  no  one  realized  how  time-consuming  a  task  this 
requirement  of  the  law  would  be  in  terms  of  man-hours.  The  law  further  provides 
for  sucli  an  interview  every  12  months  to  redetermine  if  the  individual  still  meets 
necessary  income  and  resource  requirements  to  continue  to  receive  benefits.  For 
the  Committee's  benefit,  we  estimate  it  takes  7  man-hours  for  the  initial  process- 
ing of  an  aged  SSI  claim  and  13  man-hours  for  the  initial  processing  of  a  blind 
or  disabled  SSI  claim.  We  estimate  it  takes  9  man-hours  for  the  processing  of  an 
aged  SSI  redetermination  and  IG  man-hours  for  the  processing  of  a  blind  or  dis- 
abled SSI  redetermination. 

Why  does  it  take  so  long  to  process  these  claims?  Many  factoi-s  contribute 
to  this  time-consuming  claims  processing:  complexity  of  the  SSI  law.  lack  of 
sufficient  and  adequately  trained  per.sonnel,  computer  programming  deficiencies, 
poor  direction  and  policy  making  by  management  at  the  Bureau,  Administra- 
tion, and  Department  levels,  and  the  educational  levels  of  the  individuals  the 
SSI  program  is  directetl  to  service. 

The  law  should  be  amended  to  increase  the  allowable  amount  of  resources 
from  $1,500.00  to  $2500.00,  increase  the  amount  of  the  maximum  monthly  bene- 
fit from  $146.00  to  $200.00  and  by  the  addition  of  a  provision  in  the  law  stating 
that  an  individual  entitled  to  Medicaid  the  month  prior  to  the  month  of  a  Social 
Security  Amendment  benefit  increase  will  continue  to  be  entitled  to  Medicaid, 
even  though  their  SSI  cash  payment  may  be  terminated  due  to  the  SSA  in- 
crease. All  of  the  above  changes  will  achieve  a  less  complicated  SSI  program 
for  our  members  to  administer  and  a  more  humane  program  providing  a  basic 
income  level  for  aged,  blind,  and  disabled  Americans. 

Manpower — The  lack  of  sufficient  personnel  to  effectively  and  efficiently  ad- 
minister the  SSA  and  SSI  programs  is  best  illustrated  by  the  agencies  excessive 
utilization  of  overtime — even  ^MANDATORY  overtime — in  an  effort  to  meet  the 
needs  of  the  public.  IN  addition  to  overtime,  the  Social  Security  Administra- 
tion has  employed  and  continues  to  employ  "temporary  employees" — some  for 
3  or  4  years  now — as  well  as  part-time  emplovees  and  employees  paid  under  spe- 
cial programs  such  as  the  Retired  Citizens  Volunteer  Program  under  ACTION. 
None  of  these  categories  of  employees  are  charged  against  the  permanent  ceil- 
ing of  the  Social  Security  Administration.  The  practice  of  using  temporary  em- 
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ployees  denies  them  the  pay  and  benefits  they  rightfully  deserve  for  doing  the 
same  job  as  career  Federal  employees. 

Mandatory  overtime,  iu  the  Social  Security  Administration  or  any  other 
agency,  amounts  to  involuntary  sen^itude  and  appears  to  be  a  violation  of  our 
members'  Constitutional  rights.  We  believe  that  overtime  should  be  voluntary 
and  used  sparingly  since  overtime  is  more  costly  to  the  taxpayer  than  hiring 
career  Federal  employees.  All  other  categories  of  employees  should  be  eliminated 
completely  and  the  employees  should  be  converted  to  career  Federal  employees 
or  the  position  should  be  eliminated.  Temporary  and  part-time  employees  have 
been  more  costly  over  the  period  of  time  SSA  has  utilized  them  than  career 
Federal  employees  would  have  been  over  the  same  period  of  time.  Collectively 
these  categories  of  employees  have  a  higher  turnover  rate,  require  more  man- 
hours  per  employee  in  training  and  do  not  have  as  high  a  regard  for  their  own 
work  performance  as  do  career  Federal  employees.  It  is  time  Congress.  0:SIB, 
DHEW,  and  SSA  i-ealized  that  there  is  no  substitute  for  a  well-trained  stable 
Federal  workforce  in  numbers  suflBcient  to  properly  administer  the  laws  estab- 
lished by  Congress. 

The  SSI  program  became  law  October  31,  1972.  Prior  to  its  passage  however, 
many  task  forces  studied  the  proposed  legislation,  met  with  state,  county  and 
municipal  oflicials  and  based  on  their  results  the  law  was  passed. 

SSA  and  DHP]W  knew  by  September  1972  that  the  law  would  pass.  They 
should  have  had  prepared  or  been  in  a  position  to  prepare  policy,  training 
materials,  recruit  additional  staff,  formulate  applications  and  all  of  the  other 
requirements  necessary  to  administer  this  new  law. 

In  retrospect  what  actually  occurred  was  disastrous,  DHEW.  SSA  or  a  com- 
bination of  both  did  not  begin  to  hire  an  appi-eciable  amount  of  additional  per- 
sonnel to  meet  the  administrative  needs  of  the  1972  SSA  amendments  or  the 
new  SSI  program  until  September  1973 — almost  one  year  from  passage  of  this 
legislation.  In  a  belated  eft'ort  to  have  the  maximum  amount  of  staff  available 
for  the  January  1,  1974  transfer  of  beneficiaries  from  the  State  rolls  to  the 
Federal  rolls.  SSA  cut  the  number  of  weeks  training  new  employees  would  re- 
ceive by  one  to  three  weeks.  Tliis  decision  resulted  in  poorly  trained  employees 
unable  to  function  properly  thus  requiring  substantial  assistance  from  super- 
visory personnel,  and  journeymen  non-supervisory  personnel,  which  further 
slowed  down  service  to  the  public. 

The  training  material  utilized  by  SSA  to  train  new  employees  has  not  been  up- 
dated since  1972.  As  a  result  of  antiquated  training  material,  training  instructors 
are  forced  to  improvise  and  update  the  material  on  their  own  as  best  they  can 
resulting  in  poor  utilization  of  training  time  and  important  areas  of  the  SSA  and 
SSI  laws  being  overlooked  or  hastily  covered.  Copies  of  important  policy  decisions 
known  as  claims  transmittals  have  often  been  limited  to  one  copy  per  ofiice  and 
In  some  cases  neA'er  received  caiising  inconsistent  implementation  delayed  pay- 
ment, incorrect  payment  or  non-payment  of  benefits  unnecessarily. 

In  .January  1974  the  lack  of  manpower,  employee  training,  training  materials, 
and  planning  at  various  bureaucratic  levels  resulted  in  non-payment  of  SSI  bene- 
fits to  thousands  and  thousands  of  low-income  aged,  blind  and  disabled  Ameri- 
cans. Under  the  pressures  of  economic  and  personal  frustration,  violence  errupted 
in  many  Social  Security  offices  in  New  York  City  requiring  the  use  of  Federal 
Marshals  to  quell  these  outbursts  of  angry  beneficiaries.  Violence  to  a  lesser  de- 
gree broke  out  in  other  ofiices  in  the  states  of  New  York  and  New  Jersey  re- 
quiring the  use  of  over  100  guards  to  maintain  a  safe  environment  for  SSA 
employees,  our  members,  and  the  public. 

We  could  go  on  and  on  and  sight  many  problems  DHEW  and  SSA  have  experi- 
enc(Hl  which  liave  resulted  in  a  lack  of  proper  administration  to  the  needs  of  the 
pulilic.  We  believe  this  is  not  necessary. 

We  implore  the  Committee  to  reflect  on  our  testimony  when  considering  the 
present  and  future  economic  needs  of  the  American  people  and  the  effective, 
efficient  administration  of  the  Social  Security  and  Supplemental  Security  In- 
come Programs,  in  meeting  these  needs.  We  humbly  suggest  as  part  of  the  leg- 
islative process,  the  Senate  Finance  Committee  and  your  Committee  invite  us 
to  submit  more  detailed  testimony  for  your  consideration  and  deliberation  in  the 
future. 

Tliank  you  for  providing  us  with  this  opportunity  to  address  your  Committee 
in  an  effort  to  improve  the  administration  of  the  government  our  membership 
services — their  fellow  Americans. 
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ITEM  15.  LETTER  FROM  REV.  EDWARD  J.  WALSH,  EXECUTIVE  SECRE- 
TARY, COMMISSION  ON  SOCIAL  JUSTICE  OF  THE  DIOCESE  OF  CAM- 
DEN, N.J.;  TO  SENATOR  HARRISON  WILLIAMS,  DATED  JULY  11, 1974 

Dear  Senator  Wlliams  :  I  submit  the  following  written  statement  to  the 
Special  Committee  on  Aging  in  relationship  to  the  Supplemental  Security  Income 
(SSI)  recipients'  eligibility  for  food  stamps. 

"Tlie  value  of  food  stamps  can  make  the  difference  between  adequate  nutrition 
and  slow  starvation  for  many  of  the  elderly  poor  of  our  country.  For  example,  a 
widow  whose  only  income  totals  $190.00  (paying  rent  and  utilities  of  $100.00) 
lea^ang  only  $90.00  for  food  and  clothing  purchases,  food  stamps  have  been  a 
blessing  for  these  people. 

With  food  costs  rising  about  1.2%  per  month,  the  elderly  poor  are  simply 
undergoing  slow  starvation.  We  are  all  proud  of  our  parents,  who  pay  their  bills, 
pay  taxes  or  rent,  and  go  without  eating  rather  than  be  delinquent  or  owe  people 
money. 

The  energy  crisis  has  had  a  greater  impact  on  the  elderly  because  they  have 
been  depending  on  pensions  or  some  other  fixed  income,  but  utility  costs  have  gone 
up  but  not  the  pension. 

I  believe  you  will  all  agree  that  the  elderly  poor  look  upon  the  moral  resiwnsi- 
bility  of  paying  their  bills  to  keep  a  roof  over  their  heads  and  cut  down  on  buy- 
ing food  for  themseves ;  the  result  is,  they  all  become  prone  to  disease,  and  we 
will  have  another  problem. 

Today,  the  elderly  are  looking  to  our  Federal  Government  for  leadership  in 
providing  food  programs.  Now  is  the  time  to  show  the  people  who  made  this  such 
a  great  country  to  live  in  that  we  have  not  forgotten  them. 

Let  us  not  all  forget  the  many  sacrifices  they  made  during  the  depression,  let 
us  not  make  them  go  through  those  days  again  in  the  70's.  Some  day  with  God's 
help,  we  all  will  be  elderly." 

ITEM  16.  LETTER  FROM  PAUL  M.  PETRUCCELLL  INDEPENDENT  STUDY 
GROUP,  BAY  SHORE,  N.Y.;  TO  SENATOR  FRANK  CHURCH,  DATED  AU- 
GUST 8,  1974 

Dear  Senator  Church  :  It  has  come  to  our  attention  that  the  Special  Com- 
mittee is  currently  undertaking  an  examination  of  the  Supplemental  Security 
Income  Program  and  its  implications  for  the  aged,  blind  and  disabled  of  our 
nation  who  require  such  assistance. 

In  January  of  1974,  as  the  SSI  Program  was  being  introduced,  we  issued  a 
press  release  in  wliich  we  attempted  to  highlight  what  we  felt  to  be  the  major 
inequities  inherent  in  this  program.  At  the  time,  regrettably,  there  was  minimal 
reaction  locally  to  the  criticisms  which  were  set  forth  in  our  statement.  As  the 
indignities  and  hardships  suffered  by  SSI  recipients  have  subsequently  come  to 
light,  considerable  attention  has  now  focused  upon  this  issue. 

While  you  are,  by  now,  surely  conversant  with  the  provisions  of  the  SSI 
Program,  we  nevertheless  have  taken  the  liberty  of  enclosing  a  copy  of  our 
earlier  statement  for  your  review.  We  would  be  most  grateful  if  both  that  state- 
ment and  the  comments  which  follow  could  be  made  a  part  of  the  Special  Com- 
mittee's official  record  of  its  inquiry  into  the  matter  of  SSI. 

Several  rather  basic  conclusions  can  be  drawn  at  this  juncture.  First,  it  has 
been  quite  clear  to  us  that,  in  formulating  the  SSI  Program,  the  Congress  failed 
lo  first  familiarize  itself  with  the  assistance  programs  which  were  replaced  by 
SSI.  The  concept  of  a  flat  grant  which  embodies  no  provision  for  special  or 
emergency  needs  is  completely  at  odds  with  the  precedents  established  under  the 
Federal  assistance  categories  of  Aid  to  the  Blind.  Aid  to  the  Disabled  and  Old 
Age  Assistance.  In  that  regard,  it  would  not  be  inaccurate  to  observe  that  the 
eligible  aged,  blind  and  di.sabled  were  effectively  disenfranchised  in  that  various 
types  of  assistance  once  offered  to  them  were  summarily  withdrawn  without 
explanation  or  justification. 

Furthermore,  there  was  a  definite  element  of  misrepresentation  in  the  intro- 
duction of  the  SSI  Program  to  the  American  public.  Essentially,  we  were  told 
that  there  would  be  no  effective  loss  of  benefits  or  reduction  of  assistance  levels. 
This  basic  deception  was  couched  in  the  emotionally  appealing  notion  that  SSI 
I'ecipients  would  be  free  of  the  "welfare  stigma". 
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Our  experienro  with  the  SSI  Program  to  date  demonstrates  that,  in  fact, 
recipients  of  SSI  are  subjected  to  hardships  and  indignities  of  a  magnitude  never 
before  witnessed  in  relation  to  the  contemporary  provision  of  public  assistance. 
The  reasons  for  this  development  are,  to  us,  quite  clear.  ^  ^    v. 

The  needs  of  individuals  who  must  depend  upon  such  assistance  demand,  by 
their  very  nature,  a  delivery  system  which  is  intimately  responsive  to  the  daily 
changes  in  the  circumstances  of  those  individuals.  With  many  admitted  limita- 
tions the  mechanism  through  which  we  deliver  public  assistance  (or,  if  you  will, 
"welfare")  is  capable  of  such  responsiveness.  The  entire  concept  of  a  local  social 
services/public  assistance  agency  addresses  a  simple  and  irrefutable  reality: 
social  and  financial  problems  are,  in  most  instances,  inseparably  interwoven  and 
must  be  approached  in  an  integrated  fashion.  Indeed,  our  very  ability  to  deal 
with  social  problems  is  predicated  upon  our  ability  to  promptly  command  the 
issuance  of  financial  assistance.  That  capability  is  totally  absent  in  the  SSI 
Program  and  the  situation  is  further  frustrated  by  the  fact  that  social  services 
are  provided  by  a  separate  local  agency  with  no  direct  input  into  the  Social 

Security  mechanism.  .  ,  •  i,  ^„ 

The  above  observations  lead  unavoidably  to  two  major  conclusions  which  we 
wisli  to  set  forth  in  the  form  of  recommendations  for  legislative  change : 

(1)  \fter  a  careful  review  of  the  provisions  of  the  former  Federal  categories 
of  \id%o  the  Blind,  Aid  to  the  Disabled  and  Old  Age  Assistance,  legislation 
should  be  introduced  which  will  impart  to  the  SSI  Program  those  same  pro- 
visions Particular  attention  should  be  paid  to  those  provisions  which  allow  for 
the  issuance  of  various  forms  of  emergency  financial  assistance  and  the  ability 
to  respond  to  various  instances  of  "special  needs".  ,     .   ^.       ,  -, 

(2)  Since  the  Social  Security  bureaucracy  was  never  designed  to  be  intimately 
responsive  to  changes  in  the  living  circumstances  of  its  clients,  and  since  cur- 
rently existing  public  assistance/social  service  agencies  (i.e.,  local  welfare  de- 
partments) are  specifically  structured  to  be  intimately  responsive  to  such  changes, 
it  is  absolutely  essential  "that  the  responsibility  for  the  administration  and  de- 
livery of  financial  assistance  under  the  SSI  Program  be  delegated  to  the  agen- 
cies which  currently  deliver  other  forms  of  public  assistance  under  the  aegis 
of  the  Department  of  Health.  Education  and  Welfare.  . 

There  is  no  reason  why  simple  accounting  procedures  cannot  be  utilized  to 
char°-e  all  assistance  issued  under  the  SSI  designation  to  the  appropriate  Fed- 
eral accounts.  Since  both  SSA  and  HEW  operate  under  the  authority  of  the 
Social  Security  Act  of  1934,  the  sharing  of  SSI  responsibility  as  described  should 
pose  minimal  problems. 

We  are  grateful  for  your  attention  to  our  comments  and  we  are,  of  course, 
prepared  to  further  articulate  our  position  in  this  matter  if  you  should  express 
further  interest  iu  this  area.  

ITEM  17.  LETTER  FROM  MARY  YANKAUER,  NEW  YORK,  N.Y.;  TO 
SENATOR  FRANK  CHURCH,  DATED  JULY  15,  1974 

Re:  SSI 

Dear  Senator  Church :  I  should  like  to  be  able  to  compliment  our  govern- 
ment on  the  SSI  program  and  to  write  in  a  positive  vein  about  it.  However,  the 
troubles  are  so  many  and  the  hardships  inflicted  by  this  program  so  heavy  that 
all  I  can  write  about  is  what  has  happened,  here  in  New  York  City — in  York- 
ville.  There  are  a  number  of  general  criticisms,  i.e.,  the  level  of  income,  $226.85 
(spendable  dollars)  is  far  too  low;  the  flat  grant  basis  is  wholly  inadequate 
given  the  rents  and  gas  and  electricity  and  phone  costs  here  ;  if  food  stamps  were 
allowed,  many  of  the  elderly  couldn't  afford  to  buy  them. 

Rents  in  New  York  City  are  subject  to  vacancy  decontrol.  If  a  person  is  forced 
out — and  many  are  because  of  luxury  building — there  is  no  place  to  go.  De- 
controlled, old,  unreconditioned  apartments,  some  on  the  fifth  or  sixth  floor,  if 
available,  rent  at  about  $175-$190/month.  New  apartments — $2.50  for  one  small 
room  and  kitchen.  Public  housing  is  as  scarce  as  hens'  teeth.  5,000  applicants  for 
160  apartments  at  70th  Street  and  First  Avenue  (Lenox  Hill  sponsored  elderly 
apartments)  ;  10,000  for  300-f  in  Ruppert — next  year.  Rent  controls  guarantee 
1^2%  increases. 

Electricity  and  gas  are  averaging  betv\'een  $12-$18/month.  Budget  phones 
start  at  $5 -f /month. 

It  takes  a  minimum  of  three  months  to  get  into  the  system.  After  that  you  take 
jyour  chances  on  getting  checks  and  when  gotten  they  very  likely  are  wrong. 
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staff  was  utterly  unprepared  for  the  flood  of  applicants  and  for  various  snafus 
that  occurred.  They  have  not  yet — seven  months  later — dug  out  from  under. 
Non-receipt  of  checks  is  common.  Issuance  of  substitutes  is  an  impossible  task 
and  once  in  the  system  no  emergency  checks  are  issued. 

No  pass  throughs  were  authorized  by  Federal  or  State  orders.  SSI  recipients 
have  never  seen  the  cost-of-living  increases. 

Medicaid  cards  (issued  monthly  in  New  York)  are  not  sent.  Emergency  let- 
ters must  be  individually  requested.  Tapes  are  sent  from  Baltimore  to  Albany, 
split  up  and  sent  to  various  oflices.  New  York  cashed  in  food  stamps  and  in- 
cluded $10  in  state  supplement.  However,  many  of  the  OAA  cases  were  grand- 
fathered in  at  amounts  well  over  $19C/month  total  income.  These  people  lost 
all  their  food  stamp  benefits. 

Food  costs  have  jumped  tremendously.  Low  salt  dietetic,  low  residue,  low  fat 
and  other  diets  cost  money  to  maintain.  Not  only  is  $226.85  spendable  total  in- 
come much  too  low,  but  the  lack  of  pass-through  is  just  another  unfair  blow. 

It  costs  a  great  deal  to  maintain  a  patient  in  a  nursing  home.  Our  elderly 
on  such  very  restricted  incomes  have  little  choice — starve  and  pay  rent  or  get 
evicted  and  eat.  In  either  case,  the  blow  to  their  self-respect  is  a  killer  quite 
literally. 

Other  difficulties  that  have  come  up  are  lack  of  emergency  funds  for  things 
like  stolen  cash  (muggings/robberies),  unforeseen  expenses — moving,  replace- 
ment clothing,  increases  in  cleaning  costs.  Lack  of  homemaking  help  is  a  whole 
topic.  Under  OAA  a  check  could  be  issued  jointly  to  client  and  landlord.  This 
is  no  longer  posisible. 

What  Social  Security  never  considered  adequately  was  the  utter  helplessness 
of  many  elderly.  Old,  sick,  language  problem.s — governmentese  as  well  as  Eng- 
lish— the  need  for  one-to-one  treatment  and  an  adequate  computer  sy.stem  are 
all  devastating  factors.  The  need  to  assign  separate  Social  Security  numbers  for 
those  on  B  or  D  cards  also  delayed  matters. 

In  this  Center  we  have  been  fortunate.  The  offices  we  deal  with  are  sym- 
pathetic and  try  their  best  to  help.  They  are  flooded  and  lack  of  trained  staff 
causes  unwarranted  delays.  We  have  been  lucky — we  can  fill  out  and  docu- 
ment applications  and  so  our  elderly  do  not  have  to  wait  and  wait  and  wait  at 
the  Social  Security  offices. 

I  have  tried  to  summarize  some  of  our  cases — ones  that  have  been  corrected 
and  those  still  waiting. 

:\Irs.  E.  M.— Filed  SSI  in  8/73.  Received  only  $4G-$49/month,  far  below  the 
State  limits  of  $226.85.  Correspondence  and  phone  calls  to  no  avail.  (Should  be 
getting. $100 -f-.) 

Mr.  and  Mrs.  T. — Mr.,  over  65  and  disabled ;  she  64  and  disabled.  Grand- 
fathered in  from  OAA.  SSI  and  Medicaid  stopped  in  March ;  don't  recognize  es- 
sential person  (husband  and  wife).  She  never  applied  for  Social  Security  dis- 
ability ;  receives  wife's  benefit.  His  benefits  too  high  for  SSI.  Lives  wdth  another 
person  !  Applying  for  disability  on  her  own. 

Mrs.  H. — Filed  in  7/73.  As  of  5/74,  never  received.  5/28/74,  check  to  be 
delivered.  Actually  received  6/6/74.  July  5th  no  check.  Called  Social  Security 
office  to  be  checked  out. 

Mrs.  E.  M. — Filed  for  Social  Security  in  August.  January  to  date  receiving 
less  than  half  of  what  she  should.  SSI  inputted,  ignoring  State  amount.  Re- 
quests for  correction  made  in  February,  April,  July.  July  check  still  wrong. 

Attached  hereto  are  copies  of  some  of  our  more  serious  case  summaries* 


ITEM  18.  LETTER  FROM  DR.  ISADORE  ROSSMAN,  MEDICAL  DIRECTOR, 
HOME  CARE  AND  EXTENDED  SERVICES  DEPARTMENT,  MONTEFIORE 
HOSPITAL  AND  MEDICAL  CENTER,  BRONX,  N.Y.;  TO  SENATOR 
FRANK  CHURCH,  DATED  JULY  9,  1974 

Cost  Comparisons 

Our  After  Care  Program  was  set  up  originally  through  a  grant  from  the  Re- 
gional Medical  Program.  When  this  funding  abruptly  ended,  we  shifted  to  the 
billing  of  Medicaid/Medicare  and  where  it  was  possible  other  insurance  or  fund- 
ing agencies.  In  actuality,  this  meant  dropping  some  patients  from  the  After 

♦Retained  in  committee  flies. 
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Care  Program  who  had  no  third  party  reimbursemeut.  As  matters  stand,  bill- 
ing which  is  appropriate  for  one  agency  may  not  be  available  from  another  to 
the  hospital,  Medicare  does  not;  however  by  pooling  our  reimbursements,  we 
are  able  to  take  care  of  a  variable  mix  of  Medicare  and  Medicaid  patients  with 
an  occasional  patient  in  other  categories  carried  along  despite  inadequate  reim- 
bursement ,       „  , ,       , 

The  daily  cost  of  our  Home  Care  program  over  the  years,  as  a  rule  of  thumb, 
has  been  approximately  1/10  that  of  the  hospital.  When  the  Montefiore  Hospital 
Medical  Center  (MHMC)  day  was  $100.00,  our  Home  Care  day  was  approxi- 
mately $10.00,  and  both  of  these  figures  have  doubled  over  the  last  decade. 
Because  of  a  merging  of  funding  from  all  our  sources— Home  Care.  After  Care 
and  Nursing  Home  Care,  it  is  impossible  to  break  down  costs  in  an  exact  way  for 
an  isolated  program.  The  doctor  who  is  on  call  during  the  day  as  well  as  the 
doctor  who  takes  calls  from  11  p.m.  to  7  a.m.  handles  emergencies  arising  on  all 
three  of  our  patient  care  programs.  This  has  manifest  advantages  from  an  econ- 
omy point  of  view.  Other  Home  Care  Programs  with  which  I  am  familiar  cur- 
rently cite  cost  figures  of  approximately  $20.00  per  patient  day.  Our  After  Care 
Program  patient  day  is  approximately  $23.00  and  the  Geriatric  Day  Hospital 
Program  approximately  $25.00  a  patient  day.  If  one  were  to  generalize,  it  would 
appear  that  these  various  alternatives  to  institutional  care  run  roughly  at  about 
the  same  level  of  costing,  always  presuming  that  a  reasonable  range  of  services 
are  delivered. 

(a)  Both  cut  down  on  expensive  ho-spital  days. 

(b)  Both   represent  needed  and  desirable  extensions  for  medical  care. 

(c)  Both  will  cut  down  on  the  great  drift  into  nursing  homes  with  all  of 
the  costs  and  drawbacks  of  that  institution. 

As  to  limitations  on  coverage,  this  has  been  a  moot  point  even  among  Home 
Care  programs  over  the  years.  At  MHMC,  we  have  taken  the  position  that  as 
long  as  the  patient  needs  home  care,  and  can  benefit  by  it,  then  he  should  be 
given  it.  There  are  other  programs  which  have  established  a  time  limit,  as  for 
example  a  90  day  limit  following  which  the  patient  has  to  be  discharged  from  the 
program.  There  are  many  clear-cut  instances  where  the  patient's  need  for  home 
care  on  the  91st  day  is  as  obvious,  if  not  more  so,  than  it  was  on  the  fir.st  day.  I 
do  not  think  that  a"  hard  and  fast  time  limit  should  be  established  provided  that 
a  review  of  the  need  for  home  care  is  done  periodically  in  much  the  same  man- 
ner as  we  certify  the  need  for  ho.spitalization  under  Medicare.  I  think  it  is  ob- 
vious that  to  withdraw  home  care,  thereby  forcing  the  patient  into  a  nursing 
home,  is  not  sound  fiscal  policy,  to  say  nothing  of  the  distress  it  may  cause  the 

patient  and  family.  .   ^     ^     ,  .  , 

On  the  other  hand,  if  a  patient  improves,  there  must  come  a  point  at  which 
home  care  should  be  withdrawn.  This  sort  of  review  has  been  customarily  done 
by  a  team  on  our  program,  and  I  see  no  reason  why  this  review  concept  should 
not  work  out  satisfactorily  on  a  national  level. 


ITEM  19.  LETTER  FROM  MYRON  MAYER,  COMMUNITY  SERVICE  SOCI- 
ETY OF  NEW  YORK;  TO  SENATOR  FRANK  CHURCH,  DATED  JULY 
29,  1974 

Dear  Senator  Church  :  The  Community  Service  Society  of  New  York  is  a 
voluntary,  non-sectarian  social  welfare  agency  that  has  been  concerned  with  and 
for  the  impoverished  of  New  York  City  throughout  its  more  than  125  year  his- 
tory. Our  organization  has  been  deeply  involved  in  study  and  program  activities 
related  to  tlie  Supplemental  Security  Income  program  since  its  enactment  by 
Congress  in  the  Autumn  of  1972. 

The  Society's  active  involvement  has  been  in  three  major  areas:  1)  participa- 
tion in  the  SSI  Alert  information;  2)  the  Administration  of  an  emergency  fi- 
nancial assistance  program  to  meet  the  urgent  needs  of  elderly  persons  who  were 
either  already  on  the  SSI  rolls  or  who  were  new  applicants  and,  3)  efforts  to 
brings  about  needed  changes  in  policies  and  legislation  affecting  the  SSI  popu- 
lation. We  have  opposed  recently  enacted  state  legislation  that  fails  to  protect 
the  health,  welfare  and  isafety  of  its  citizens  who  also  are  eligible  for  Federal 
and  State  supplemental  income,  and  we  are  firmly  committed  to  the  retention 
of  residual  responsibility  by  states.  At  the  same  time,  we  are  equally  committed 
to  improvement  of  the  SSI  program  and  the  proper  assumption  of  responsibility 
by   the  Federal  Government  of  payments  statutorily  their  responsibility. 


793 

Therefore,  on  the  basis  of  our  experiences,  we  are  pleased  to  submit  our  views 
for  improvement  of  the  SSI  programs  as  part  of  the  record  of  the  hearings  on 
"Future  Directions  in  Social  Security." 

[Enclosure] 
Community  Service  Society  of  New  York 

The  transition  to  the  Supplemental  Security  Income  Program  represented 
a  radical  change  in  the  approach  to  rendering  financial  assistance  in  New  York 
State.  By  exercising  the  provisions  for  optional  additional  state  payments  and 
Federal  administration  of  them,  New  York  State  moved  from  a  system  wherein 
budgets  were  individually  computed  to  reflect  the  specific  needs  of  the  recipient 
to  a  system  of  a  guaranteed  level  of  income  or  flat-grant  approach.  The  separa- 
tion of  income  maintenance  functions  from  social  service  functions  was  further 
intensified  as  a  result  of  the  differentiation  of  responsibility  for  each  area  be- 
tween the  Federal  and  State  administrative  bodies.  AYhile  these  changes  repre- 
sent in  part  the  fundamental  reforms  inherent  in  SSI,  such  precipitous  change 
in  the  method  and  administration  of  the  former  categorical  assistance  programs 
replaced  by  SSI  c-<^)ntributed  sul)stantially  to  the  confusion  and  hardship  ex- 
perienced by  many  New  York  SSI  beneficiarie^.  Examples  of  the  problems  en- 
countered in  the  transition  stages  of  implementing  the  new  program  have  been 
attested  to  by  witnesses  from  New  York  State  who  appeared  before  the  Special 
Committee  on  Aging  during  these  hearings  and  have  been  inserted  from  time  to 
time  in  the  Congressional  Record  by  members  of  the  New  York  Congressional 
Delegation,  obviating  the  need  to  recount  them  here.  Sufiice  it  to  say  that  we  de- 
plore the  undue  hardship  imposed  on  New  York  State  aged  and  disabled  poor 
due  to  malfunctions  of  the  new  system  and  bureaucratic  responses  that  serve 
only  to  shift  the  onus  of  responsibility  from  one  level  of  government  to  another 
but  fail  to  respond  to  the  recipient's  urgent  need. 

We  do  not  take  issue  with  the  fundamental  concept  of  Supplemental  Security 
Income.  Indeed,  we  welcome  the  basic  reforms  the  program  offers  and  consider 
it  a  significant  step  forward  in  the  development  of  an  income  maintenance  sys- 
tem as  part  of  this  country's  social  security  program.  However,  even  short  expe- 
rience with  the  new  program  indicates  areas  requiring  Federal  action.  These 
aeas  include  both  remedial  provisions  to  correct  deficiencies  in  the  operational 
aspects  of  the  system  as  well  as  new  provisions  to  improve  the  program  itself 
so  that  the  full  potential  of  income  maintenance  through  supplemental  security 
income  is  realized.  We  urge  the  Congress  to  give  prompt  consideration  to  legis- 
lation appropriate  to  these  ends. 

REIMBURSEMENT  TO  STATES  FOR  INTERIM  ASSISTANCE  PAYMENTS 

By  far  the  most  frequently  encountered  problem  in  New  York  State  during  the 
transition  period  resulted  from  the  failure  of  the  SSI  system  to  process  appli- 
cations and/or  correct  errors  within  periods  of  time  that  are  reasonable  for 
and  consistent  with  characteristics  of  the  SSI  population.  While  current  law 
provides  for  a  one-time  advance  payment  of  up  to  .$100  against  the  applicant's 
benefit  in  cases  of  emergency  financial  need,  the  provision  is  inadequate  to  the 
problems  inherent  in  a  huge  computerized  system  of  assistance  payments.  Such 
a  limited  provision  assumes  rapid,  error-free  processing  of  an  application  as  well 
as  the  existence  of  a  cusliion  of  resources  from  which  an  applicant  can  draw  in 
the  event  of  delivery  system  delays.  Of  course,  both  assumptions  are  erroneous. 
Computer  systems  are  not  infallible,  and  a  large  proportion  of  SSI  applicants 
or  beneficiaries  are  actually  destitute  and  totally  reliant  on  the  public  assistance 
system.  There  is  need  for  recognition  within  the  Congress  and  the  SSI  program 
tiiat,  unlike  Social  Security  Insurance  Benefits,  SSI  payments  represent  replace- 
ment of  pul)lic  assistance  payments  and.  for  many,  their  only  source  of  income. 
Delays  of  even  a  week  or  two  can  have  deleterious  effects  on  the  health  and  well- 
being  of  the  eligible  recipient. 

The  Taft  amendment  currently  pending  in  the  Congress  would  permit  the  Social 
Security  Administration,  upon  authorization  by  the  applicant,  to  withhold  from 
his  first  SSI  check  an  amount  sufficient  to  reimburse  the  State  for  any  interim 
payments  it  may  have  made  to  him  in  lieu  of  SSI  benefits  for  which  he  was 
eligible  but  which  had  not  yet  been  processed.  We  believe  this  would  encourage 
States  to  provide  immediate  relief  for  persons  whose  applications  are  caught 
somewhere  in  the  system  since  it  would  assure  reimbursement  of  monies  ex- 
pended locally  because  of  Federal  delays.  However,  the  amendment,  as  proposed 
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is  a  temporary  measure  that  only  deals  with  delays  related  to  an  individual's  ini- 
tial entry  into  the  SSI  program  during  the  first  18  months  of  the  program.  It  does 
not  provide  for  delays  or  errors  that  occur  after  an  application  is  processed  and 
payment  begun.  When  this  kind  of  delay  occurs,  and  it  most  assuredly  does, 
the  dependent  recipient  is  in  the  situation  of  holding  "I.O.U.'s"  from  the  Fed- 
eral Government  but  is  without  income  to  meet  regular  living  expenses.  There 
is  no  more  reason  to  believe  that  local  public  assistance  offices  will  respond  to 
the  needs  generated  by  these  delays  without  assurance  of  reimbursement  than 
they  did  to  initial  payments  delay.  We  believe  the  provision  should  recognize 
the  need  for  a  permanent  mechanism  of  reimbursement  to  the  States  for  ad- 
vancing of  SSI  benefits  not  received  regardless  of  when  the  delay  occurs. 

EMERGENCY  ASSISTANCE  PROGRAM 

Separate  from  the  need  for  "interim  assistance"  mechanisms,  which  are  con- 
fined to  monies  already  awarded  an  applicant  or  beneficiary  but  not  received, 
there  is  also  need  for  a  Federal  Emergency  Assistance  Program  for  SSI  bene- 
ficiaries. In  this  respect,  "emergency  assistance"  is  defined  as  payments  for 
non-recurring  situations  such  as  security  deposits  and  broker  fees  should  a 
change  in  housing  be  required,^  or  payments  to  stop  utility  cutoffs  or  to  fore- 
stall evictions,  as  well  as  catastrophic  situations  such  as  burn-outs,  muggings 
and  so-forth.  Again,  Congress  must  be  mindful  that  SSI  is  a  replacement  for 
tiie  income  maintenance  function  of  State  public  assistance  programs  and  that 
the  population  it  serves  has  little  or  no  margin  for  out-of-the-ordinary  expenses. 
While  it  is  true  that  the  States  are  in  no  way  prohibited  from  establishing  such 
Emergency  Assistance  Programs  under  the  existing  SSI  legislation,  there  is 
nothing  to  encourage  them  to  enact  measures  that  reflect  the  principles  of  re- 
form inherent  in  SSI. 

For  example,  Emergency  Assistance  measures  enacted  by  the  New  York  Legis- 
lature for  persons  eligible  for  SSI  are  so  narrowly  defined  as  to  exclude  fully 
94%  of  the  requests  for  emergency  assistance  examined  in  a  random  survey  of 
200  of  the  eligible  SSI  applicant/beneficiaries  who  turned  to  Community  Service 
Society  for  aid  during  the  first  two  months  of  the  program.  While  some  of  these 
needs  could  have  been  met  by  public  agencies  had  the  Taft  amendment  relating 
to  "interim  assistance"  been  in  force,  not  all  could  have  been  so  satisfied.  An 
obvious  need  for  a  back-up  program  exists. 

In  the  interests  of  equity  and  uniformity,  emergency  assistance  payments 
must  be  Federally  mandated.  In  the  absence  of  a  Federal  program,  states  are 
free  to  establish  programs  or  not,  and  to  establish  programs  for  which  eligibility 
requirements  effectively  abridge  the  advantages  of  uniform  eligibilty  under  SSI. 
Again,  using  the  newly  enacted  New  York  State  Emergency  Assistance  for 
Adults  legislation  as  an  example,  a  SSI  recipient  in  need  of  a  lumi>-sum  emer- 
gency payment  does  not  qualify  on  the  basis  of  his  SSI  eligibility,  but  must 
qualify  under  State  articulated  general  assistance  eligibility  requirements.  These 
requirements  negate  the  protections  of  the  Federal  program  and  provide  recovery 
provisions  through  liens  against  real  property.  Also,  they  require  the  conversion 
of  Federally-excluded  personal  property  to  cash  to  meet  emergency  needs  before 
assistance  is  granted,  and  they  limit  applications  for  assistance  of  a  like-kind 
to  once  in  12  months — as  if  emergencies  can  be  planned. 

To  correct  this  situation,  we  recommend  expansion  of  the  Supplemental  Se- 
curity Income  Program  to  include  a  program  of  Federal  Emergency  Payments 
to  accommodate  emergency  needs  of  a  non-recurring  nature  for  SSI  beneficiaries 
and  to  assure  uniform  eligibility  and  access  to  such  assistance  throughout  the 
nation. 

COST-OF-LIVING  ADJUSTMENTS 

A  third  area  which  we  believe  requires  prompt  Federal  action  is  with  re- 
spect to  provisions  for  automatic  cost-of-living  adjustments  to  SSI.  The  amend- 
ment reported  on  July  17,  by  the  Conference  Committee,  provides  that  Federal 
SSI  benefits  are  to  be  increased  by  the  same  percentage  and  at  the  same  time  as 
social  security  benefits,  whenever  there  is  an  automatic  cost-of-living  increase 
in  social  security  benefits.  The  purpose  of  this  provision,  protection  against  de- 
terioration of  purchasing  power  in  view  of  the  rapid  increase  of  inflation  is 
self-evident.  Yet  the  amendment  falls  short  of  guaranteeing  the  benefits  of  the 
provision  to  recipients.  Obviously,  if  there  is  to  be  any  substance  to  the  theory 
.iustifying  the  inclusion  of  cost-of-living  adjustments,  those  adjustments  must 
be  realized  by  the  recipient.  Since  inflation  is  not  resolvable  at  the  level  of  state 
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government  nor  can  its  causes  be  laid  at  that  door,  the  guarantee  against  its 
ravages  for  those  with  least  opportunity  to  change  their  economic  state — the 
aged  and  permanently  disabled — of  necessity  falls  to  the  Federal  government. 
We  believe  that  increases  justified  as  cost-of-living  increases  must  be  prescribed 
in  such  a  way  as  to  assure  that  all  SSI  beneficiaries,  including  those  in  states 
providing  additional  payments,  do  not  suffer  deterioration  of  purchasing  power 
in  the  face  of  significantly  measurable  inflation. 

However,  we  believe  the  Congress  not  only  must  assure  that  total  benefits, 
regardless  of  source,  are  inflation-proof  but  it  must  concurrently  act  to  improve 
the  basic  payment  level.  The  Federal  SSI  base  reflects  no  apparent  measure  of 
adequacy,  but  rather,  simply  the  median  payment  level  of  state  programs  in 
effect  at  the  time  of  the  enactment  of  SSI. 

In  setting  income  goals,  the  1971  White  House  Conference  on  Aging  called  for 
"a  supplementary  payment  system  based  on  an  income  test  to  bring  incomes  up 
to  the  level  of  the  "intermediate"  budget  as  defined  annually  by  the  Bureau  of 
Labor  Statistics,  financed  entirely  from  Federal  Government  general  revenues." 
However,  the  current  Federal  levels  (which  already  include  two  cost-of-living  in- 
creases) of  $1,752  for  individuals  and  $2,618  for  couples  fall  heloic  the  BLS's 
1973  lower  level  budget  by  $88  and  $732  respectively  for  urban  aged  recipients. 
Cost-of-living  increases,  whether  triggered  automatically  or  by  deliberate  Con- 
gressional action,  serve  only  to  maintain  this  relative  level  on  a  continuing 
basis. 

We  )>elieve  that  in  addition  to  cost-of-living  adjustments.  Congress  must  com- 
mit the  Federal  Government  to  improvement  of  the  basic  level  of  SSI  payments. 
We  recommend  that  Congress  adopt  a  5  year  schedule  of  annual  incremental  in- 
creases of  given  dollar  amounts  to  the  basic  payment  level  to  meet  the  goal  of 
adequate  income  for  all  aged  and  disabled  persons  by  the  year  1980. 


ITEM  20.  STATEMENT  OF  ALFRED  B.  DEL  BELLO,  COUNTY  EXECU- 
TIVE, COUNTY  OF  WESTCHESTER,  WHITE  PLAINS,  N.Y.,  JULY  29, 
1974 

Mr.  Chairman  and  members  of  the  Committee.  My  name  is  Alfred  Del  Bello. 
I  am  County  Executive  of  Westchester  County,  New  York,  a  suburban  county 
of  approximately  900,000  people,  including  the  cities  of  Yonkers,  New  Rochelle, 
Mount  Vernon  and  White  Plains.  I  am  appearing  today  to  describe  briefly  the 
impact  of  the  Supplemental  Security  Income  Program  upon  the  people  and  gov- 
ernment of  my  county ;  to  make  two  suggestions  for  revision  of  the  program ; 
and  to  bring  to  your  attention  other  SSI  problems  encountered  by  county 
government. 

I  do  so  not  only  as  a  County  Executive  but  as  a  member  of  the  National  Asso- 
ciation of  Counties,  an  organization  of  approximately  2,000  counties.  I  have  re- 
cently been  designated,  by  President  Stanley  Smoot,  as  Chairman  of  NACo's 
Committee  on  Urban  Affairs.  I  believe  it  is  important  for  your  Committee  and 
the  entire  Congress  to  pay  closer  attention  to  the  problems  and  i>otentials  of 
County  government,  and  to  measure  the  impact  of  federal  legislation  on  local 
government.  While  the  National  Association  of  Counties  has  no  detailed  posi- 
tion on  SSI,  the  impact  of  the  program  upon  counties  has  been  significant,  as  I 
will  discuss  later  in  my  statement. 

In  Westchester  County  there  are  141,000  senior  citizens,  and  approximately 
9,500  SSI  recipients,  the  majority  of  which  are  senior  citizens.  We  project  an 
increase  to  16,000  recipients  by  the  end  of  this  year.  Of  the  9,500  now  on  SSI, 
2,500  are  those  who  would  not  accept  welfare,  but  who  now  receive  SSI  bene- 
fits. This  is  to  the  credit  of  the  SSI  program,  and  vindicates  the  underlying  policy 
decision  by  the  Congress  to  institute  a  federalized  Social  Security  related  wel- 
fare system.  • 

I  would  first  like  to  focus  your  attention  upon  the  impact  of  an  inadequate 
benefit  level.  Obviously  a  flat  national  ceiling  for  welfare  payments  will  ad- 
versely affect  recipients  in  areas  with  a  relatively  high  cost  of  living,  such  as 
Westchester.  Current  benefit  levels  cannot  adequately  maintain  the  health  and 
safety  of  our  recipients,  especially  as  they  exacerliate  existing  social  problems 
such  as  our  chronic  housing  shortage.  I  realize  this  is  a  problem  peculiar  to 
the  more  affluent  sections  of  the  country  and  therefore  do  not  propose  sweeping 
changes  in  the  structure  of  SSI.  I  do  however,  suggest  a  remedy  that  is  consistent 
with  the  policy  underlying  SSI,  the  establishment  of  a  national  welfare  ceiling 
and  discouragement  of  welfare  shopping.  Rather  than  peg  benefit  levels  to  auto- 
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matic  cost  of  living  increases,  either  on  a  regional  or  national  basis,  I  propose 
that  the  cost-price  index  used  to  compute  SSI  benefits  be  brought  up  to  date, 
and  that  the  resulting  increase  in  benefits  be  passed  along  directly  to  the  re- 
cipient. I  understand  that  the  CPI  now  being  used  dates  back  to  1972,  which, 
in  the  face  of  double  digit  inflation  results  in  a  level  of  benefits  that  is  unac- 
ceptable by  any  standard.  Regular  updating  of  the  CPI  to  reflect  the  real  cost 
of  living  will  permit  SSI  benefits  to  reach  an  adequate  level  while  remaining 
consistent  with  the  goal  of  a  reasonable  nationwide  federal  ceiling.  Although 
this  wall  have  the  same  result  as  an  automatic  pegging  of  benefits  to  the  Federal 
CPI,  it  will  preserve  the  integrity  of  a  separate  SSI  program.  Rather  than  go 
into  detail  now,  I  submit  this  to  you  for  analysis  and  will  be  happy  to  have  my 
staff  cooperate  in  this  effort. 

My  second  point  deals  with  a  one-third  reduction  of  Federal  benefits  and  in 
my  state,  a  more  than  two-thirds  reduction  of  state  benefits  for  SSI  recipients 
who  live  in  the  household  of  other  persons  and  who  receive  in  kind  services  from 
those  persons. 

In  Westchester  this  provision  reduces  benefits  from  a  maximum  of  $206.85 
to  $110.8.5.  Especially  in  the  case  of  the  handicapped,  this  requirement  creates 
an  incentive  for  institutionalizing  SSI  recipients.  This  reduction  in  benefits  for 
those  who  cannot  phy.sically  maintain  their  own  household  may  leave  them  no 
recourse  biit  institutionalization,  no  matter  what  their  wishes  or  needs.  Cer- 
tainly this  was  not  the  Congressional  intent  and  I  urge  repeal  of  the  one-third  re- 
duction. I  have  recently  created  an  Ofiice  of  the  Handicapped  in  our  County 
Government  and  hope  to  be  able  to  document  this  obserrvation  more  closely  in 
the  future,  but  I  believe  it  to  be  accurate  not  only  for  the  handicapi)ed  but  for 
senior  citizens,  and  certain  blind  recipients  in  Westchester. 

There  are  other  severe  problems  faced  by  SSI  recipients  which  are  suitable 
for  Congressional  action.  These  include  a  better  definition  of  SSI  eligibility 
for  those  who  are  disabled,  provision  for  emergency  needs,  deduction  of  social 
security  benefits  from  SSI  payments,  and  food  stamps  problems.  Rather  than 
go  into  detail  with  resiiect  to  these  problems,  I  would  refer  to  what  I  under- 
stand has  been  the  testimony  of  other  witnesses. 

There  also  exist  many  problems  on  the  state  level  including  a  pattern  of 
states  passing  the  costs  of  the  program  to  the  country.  I  shall  not  raise  these 
with  you  today  except  to  note  that  to  a  great  degree  they  vitiate  the  progress  made 
by  the  SSI  program.  I  believe  that  most  of  these  also  have  been  called  to  your 
attention. 

Finally  as  a  coimty  official,  I  wish  to  call  to  your  attention  burdens  placed  on 
county  government  as  an  incidental  result  of  the  SSI  program. 

For  example,  Westchester  County  was  required  under  court  order  to  make 
emergency  grants  to  SSI  recipients  as  a  result  of  the  Social  Security  Adminis- 
tration's inability  to  replace  lost  or  stolen  checks.  This  is  an  example  of  a  County 
being  forced  to  remedy  failures  of  the  Federal  Government. 

Additionally,  by  law  the  county  provides  all  supjwrt  services  required  by  SSI 
recipients,  a  sizable  cost  mandated  on  the  county. 

I  might  note  another  effect  of  the  low  benefit  levels  on  counties  like  West- 
chester. Where  there  is  a  severe  housing  shortage  svxch  as  exists  in  Westchester, 
these  low  benefit  levels  create  a  market  for  seriously  deteriorated  and  dilapi- 
dated housing,  inferior  to  any  other  housing  available,  and  especially  dangerous 
for  the  vulnerable  blind,  aged,  and  handicapped  recipient.  We  believe  that  SSI 
recipients  are  thus  worse  off  than  other  welfare  recipients.  Surely  this  was  not 
one  of  the  planned  outcomes  of  the  program,  but  it  seems  to  be  an  unanticipated 
and  serious  side  effect  which  now  must  be  confronted  by  the  county  without 
any  aid  from  the  State  or  Federal  governments. 

I  again  urge  this  Committee  to  include  in  its  recommendations,  recogni- 
tion of  the  significant  accomplishments  and  problems  of  County  government. 
Speaking  as  a  membeu  of  the  National  Association  of  Counties,  I  would  alert 
this  Committee  and  the  entire  Congress  of  the  need  to  consider  more  closely 
the  points  of  view  of  the  operational  and  service  delivery  level  of  government 
so  that  we  can  develop  with  you  the  priorities  and  programs  most  needed  by 
our  people.  NACo  %vill  continue  to  press  our  point  of  view  on  a  wide  range  of 
i.ssues. 

I  will  be  active  in  my  state  to  insure  more  efiicient  administration  on  the 
County  level  and  greater  sensitivity  to  County  government  and  the  needs  of 
the  recipient  on  the  state  level.  I  applaud  the  general  aims  of  SSI.  It  remains 
with  Congress  to  sensitize  the  process  on  the  Federal  level,  and  to  make  such 
specific  changes  as  I  have  offered  and  have  apparently  become  necessary  to  pre- 
serve the  underlying  thrust  of  a  federalized  welfare  level. 
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ITEM  21  LETTER  FROM  IRMA  MINGES,  ADMINISTRATOR,  SSI-ALERT 
PROGRAM  NEW  YORK  STATE  EXECUTIVE  DEPARTMENT,  OFFICE 
FOR  THE  AGING;  TO  SENATOR  FRANK  CHURCH,  DATED  JULY  31,  1974 

Dear  Senator  Chuech  :  In  accordance  with  your  letter  of  June  3rd  to  Mrs. 
Rhea  M.  Eckel  Clark,  Director  of  the  New  York  State  Office  for  the  Aging,  we 
are  submitting  the  enclosed  statement  for  incorporation  in  the  record  ot  the 
Hearing  on  SSI  which  your  Committee  conducted  this  month. 

[Enclosure] 

Statement  of  SSI  Problems  Submitted  by  Stanley  I.  Hayes,  Sr.,  Chairman, 
Temporary  Committee  to  Monitor  SSI,  New  York  State  Office  for  the 
Aging 

In  \pril  of  this  vear,  the  Director  of  the  New  York  State  Office  for  the  Aging 
appointed  a  committee  to  advise  the  Office  about  major  issues  relating  to  hbl, 
and  to  suggest  corrective  administrative  and  legislative  actions  needed  to  realize 
the  intent  of  Congress  to  provide  economic  security  with  dignity  when  it  enacted 
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Thirteen  members  representing  all  regions  of  New  York  State  have  deliberated 
with  eight  resource  persons  in  monthly  all-day  sessions  starting  in  April.  The 
Committee  also  conducted  a  statewide  survey,  the  findings  of  which  confirmed  the 
evidence  of  Committee  members,  the  State  Office  on  Aging  and  other  statewide 
organizations  of  priority  problems.  . 

A  brief  questionnaire  was  sent  in  May  to  a  selected  list  of  key  agencies  ami 
groups  with  immediate  knowledge  of  problems  encountered  by  SSI  applicants 
and  recipients.  Since  the  problems  in  New  York  City  were  well  documented,  our 
survey  emphasized  upstate  counties  and  rural  areas.  Of  the  total  of  166  returns, 
onlv  18  were  from  New  York  City.  Responses  gave  conclusive  evidence  that 
problems  in  rural  counties  differ  from  urban  areas  only  in  terms  of  numbers,  not 
in  types  of  problems  or  the  human  suffering  which  these  have  created  for  our 

older  citizens.  .„  ,       ,  -r^         i        <-„ 

Four  classes  or  organizations  participated  as  follows:  43  local  Departments 
of  Social  Services;  50  agencies  serving  only  the  elderly,  including  voluntary 
agencies  and  County  Offices  for  the  Aging:  51  other  concerned  community  orga- 
nizations such  as  councils  of  agencies  :  18  hospitals. 

Since  each  class  of  agency  has  a  different  mandate  and  function,  differences  m 
focus  on  problems  and  view  of  prevalence  were  evident  in  their  responses.  Never- 
theless, the  problem  recognized  as  most  prevalent  by  each  class  was.  "Non-rcceipt 
of  SSH  check,  underpayment  or  delays''.  Responses  from  the  most  rural  areas 
documented  the  impartiality  of  the  computer  in  making  people  destitute. 
Although  the  volume  of  such  errors  has  decreased,  those  who  continue 
to  be  affected  suffer  no  less  acutely :  in  many  instances  their  desperation  deepens 
with  each  passing  month.  Other  problems  such  as  stolen  checks  of  course  are 
equally  serious. 

Rccotnwendatinn.—lmmeamie  legislation  is  needed  to  prevent  destitution  due 
to  computer  errors.  The  Social  Security  Administration  should  provide  emergency 
assistance  to  replace  undelivered  or  delayed  SSI  checks  or  to  correct  underpay- 
ments due  to  computer  errors,  change  of  address,  theft  of  checks,  etc. 

In  addition  to  the  foregoing,  each  class  of  respondents  in  our  survey  recognized 
a  second  problem  as  being  of  essentially  equal  prevalence.  One  of  these  concerns 
"Diffiriiltif  in  apph/inij  or  ascerfaininff  cligihUUy  for  RSI."  While  lack  of  clarity 
in  definitions  of  disability  and  delays  in  medical  evaluation  continue  to  be  major 
problems,  there  is  improvement  in  the  application  process  for  the  elderly.  Under- 
staffing  in  many  of  the  local  Social  Security  Offices,  continues,  however,  as  do 
delavs  in  proce.'ising  of  applications  and  visits  to  the  homebound  for  application 
interviews.  Absence  of  a  full-time  Social  Security  Office  in  many  rural  counties 
creates  hardship  in  terms  of  travel  or  toll  calls.  We  are  gratified  that  a  recent 
policy  change  no  longer  considers  homestead  land  a  liquid  asset  as  many  needy 
applicants  with  meager  homes  on  more  than  one  acre  of  land  were  rejected.  How- 
ever, provisions  concerning  applicants  "living  with  others"  need  liberalization  as 
they  tend  to  penalize  both  the  applicant  and  the  family  whose  care  prevents  need- 
less and  costly  institutionalization  in  many  instances.  Misinterpretation  of  "in 
kind"  contribiitions  is  also  reported  as  causing  erroneous  rejections  of  applicants 
living  with  others  but  paying  for  rent  and  food. 

Rfrowmendation.9. — Tiie  Social  Security  Administration  should  hire  additional 
staff  both  for  interviewing  and  for  processing  of  applications,  and  establish  full- 
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time  local  offices  where  needed.  In  addition,  definitions  and  income  levels  for 
"living  with  others"  should  be  liberalized. 

Another  problem  which  survey  findings  indicated  to  be  of  almost  equal  weight 
is  inadeqiiacy  of  the  SSI  payments  to  meet  living  expenses,  particularly  when 
high  rent  is  involved.  We  are  deeply  concerned  that  the  United  States  Congress : 
(1)  has  not  provided  for  regional  variations  in  cost  of  living,  (2)  has  failed  to 
enable  those  States  which  supplement  the  basic  Federal  payment  to  pass  along 
to  SSI  clients  the  cost  of  living  increases  in  both  the  Federal  payment  and  in 
Social  Security  cash  benefits,  (3)  has  not  provided  for  Federal  sharing  of  the 
mandatory  supplement  for  those  "grandfathered"'  into  SSI  from  public  assist- 
ance, (4)  did  not  provide  federal  funds  for  the  recently  mandated  food  stamp 
bonus,  and  possible  future  increases  in  the  bonus  value,  for  the  "cash-out"  States. 
Our  Committee  is  particularly  distressed  (as  are  thousands  of  elderly  persons 
affected)  about  the  inequity  to  the  poorest  of  Social  Security  recipients  who 
failed  to  receive  the  cost  of  living  benefit  increase  while  those  fortunate  enough 
to  have  income  above  the  SSI  level  are  enjoying  such  increases. 

Many  disabled  and  elderly  New  Yorkers  have  suffered  critical  hardship — in 
some  instances  catastrophe — because  of  the  inflexibility  of  the  flat  grant  SSI 
program.  This  caused  some  witnesses  testifying  last  month  at  Hearings  of  the 
Standing  Committee  on  Social  Services  of  the  New  York  State  Assembly  to  call 
for  a  return  to  public  assistance.  While  we  would  oppose  such  a  backward  step, 
our  Committee  must  imderscore  that  hunger,  evictions  and  other  dire  emergencies 
have  resulted  from  the  changeover  and  continue  to  arise  in  the  face  of  alarming 
rent  increases  and  other  escalating  costs  of  basic  necessities. 

Undoubtedly  New  Y'ork  is  not  the  only  State  with  striking  variations  in  rent 
levels,  the  highest  occurring  in  the  suburban  counties  which  surround  New  York 
City.  Yet  even  the  most  rural  of  the  State's  regions  indicated  a  concern  in  our 
survey  about  inadequacy  of  SSI  for  high  rent  clients.  W^e  would  call  attention  to 
how  little  an  average  or  median  rent  figure  means  if  individuals  are  to  avoid 
evictions  for  nonpayment  of  rent  in  absence  of  any  available  housing  of  modest 
cost.  For  example,  the  median  monthly  rent  allowance  for  disabled,  aged  and 
blind  individuals  under  public  assistance  as  of  Decemlier  1,  1973  in  New  York 
City  was  $84.  Yet  this  median  of  $84  represents  a  range  from  $1  to  more  than 
$240,  with  more  than  one-third  of  these  individuals  receiving  between  $100  and 
over  $240  for  monthly  rent  at  that  time. 

Recommendations. — To  ease  the  hardship  resulting  from  rigid  and  inadequate 
payment  levels,  (1)  we  urge  legislation  to  correct  the  inequities  when  some  SSI 
clients  fail  to  benefit  from  cost  of  living  increases  authorized  by  Congress.  This 
might  mean  restructuring  the  SSI  program  to  assure  that  the  entire  SSI  popu- 
lation benefits  equally.  (2)  Additionally,  we  propose  a  Federal  program  of  pro- 
tection against  increased  housing  costs  when  such  costs  exceed  25%  of  the  maxi- 
mum SSI  payment.  Such  housing  allowance,  specifically  excluded  from  SSI  as 
income,  would  provide  a  measure  of  flexibility  in  an  otherwise  rigid  program  and 
safeguard  against  evictions  during  a  nationwide  shortage  of  low  income  housing. 
(3)  We  further  urge  Federal  reimbursement  to  enable  States  to  advance  loans 
for  all  legitimate  emergency  needs  which  may  arise  with  individual  SSI  recip- 
ients for  varied  reasons. 

The  other  "high  prevalence"  problem  throiighout  the  State  concerns  difficulties 
and.  delays  in  establishing  or  maintaining  Medicaid  eligiMlity.  due  to  problems 
with  the  Data  Exchange  System.  Even  those  determined  to  be  eligible  suffer 
interruption  in  medical  services  because  Identification  Cards,  reissued  monthly, 
are  delayed.  In  addition,  a  change  in  Federal  regulation  now  denies  Medicaid  to 
"essential  persons"  including  spouses,  imless  they  can  meet  Medicaid  eligibility 
renuirements  individually. 

Recommendations. — Emergency  interim  procedures  should  be  instittited  until 
the  Data  Exchansre  System  functions  properly,  to  prevent  delays  or  interruption 
in  Medicaid  services.  Medicnid  coverage  for  "essential  persons"  caring  for  an 
SSI  recipient  should  be  automatic. 

Another  major  problem  documented  by  our  survey  is  widespread  difficulties  in 
achieving  effective  linkage  between  the  Social  Security  offices  and  locnl  Depart- 
ments of  Social  Services.  This  was  foreseen  by  the  New  York  State  Office  which 
last  year  contracted  with  the  New  York  State  Department  of  Social  Services  to 
conduct  a  project  to  develop  adequate  linkages  for  the  delivery  of  social  services 
to  SSI  clients.  This  includes  a  training  program  for  Social  Security  Administra- 
tion staff  on  referral  techninues.  preparation  of  information  and  referral  resource 
material,  and  a  demonstration  in  outstationins  service  workers  from  local  Social 
Service  Districts  in  District  Social  Security  Offices  to  supplement  referral  activi- 
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ties  of  the  latter.  Meanwhile  evidence  indicates  that  the  information  and  referral 
« function  is  not  currently  being  performed  in  Social  Security  offices  and  SSI 
clients  are  not  routinely  being  informed  of  the  availability  of  services. 

A  final  problem  in  our  survey  was  "Inability  to  Handle  Own  Funds— Mentally 
Impaired  "  Although  our  respondents  did  not  check  "many"  as  being  involved, 
107  of  the  1G6  respondents  did  indicate  this  to  be  a  known  problem.  This  of  course 
relates  to  the  Disabled  as  well  as  the  elderly  who  mismanage  funds  due  to  mental 
retardation  or  impairment.  It  is  a  significant  issue  requiring  solution  since  the 
former  "two  party  payment"  system  with  accompanying  services  under  the  De- 
partment of  Social  Services  was  lost  in  the  transfer.  Although  the  Social  Security 
Administration  provides  for  a  Representative  Payee,  the  procedures  involved 
make  it  difficult  to  arrange.  .       . 

Our  survey  also  asked  respondents  to  list  other  organizations  which  were  suffi- 
ciently concerned  about  SSI  problems  to  hold  meetings  on  the  subject.  The  first 
113  respondents  listed  over  250  such  meetings,  some  listing  five  or  more  local 
groups.  Included  was  a  wide  range  and  variety  of  actively  concerned  community 
organizations  throughout  the  State. 


ITEM  22.  LETTER  FROM  JOE  L.  MARTINEZ,  STATE  COORDINATOR, 
SSI-ALERT  PROJECT,  STATE  OF  NEW  MEXICO,  COMMISSION  ON 
AGING,  SANTA  FE,  N.  MEX.;  TO  SENATOR  FRANK  CHURCH,  DATED 
JULY  15,  1974 

Dear  Senator  Church  :  We  are  pleased  to  have  the  opportunity  to  submit 
statements  relative  to  the  Supplemental  Security  Income  (SSI)  Program  in 
New  Mexico  and,  more  specifically,  Project  SSI  Alert. 

In  spite  of  certain  difficulties  which  are  enumerated.  Project  SSI  Alert  may  be 
said  to  be  successful  in  New  Mexico  both  administratively  and  programmatically. 

Because  of  the  limited  capability  of  the  majority  of  Red  Cross  Chapters  in  the 
state,  onlv  five  chapters  in  five  counties  of  our  32  elected  to  accept  the  lead  role 
for  implementation  in  specific  SSA  districts.  This  had  the  effect  of  placing  greater 
responsibility  on  the.se  chapters  in  terms  of  geographic  coverage  since  only  one 
other  agency  (Home  Education  Livelihood  Program  or  "Help",  an  OEO  project) 
outside  of  Red  Cross  agreed  to  assume  leadership  for  the  program  in  its  area. 
This  immediately  suggested  that  time  and  distance  factors  in  relation  to  the 
remote  and  sparsely  populated  rural  communities  would  have  a  limiting  effect. 
More  local  contact  was  necessary. 

The  price  of  gasoline  and  the  reduced  speed  limit  provided  for  a  limitation  of 
capabilities  in  terras  of  having  maximum  mobility.  Thus,  a  time  loss  was  expe- 
rienced in  recruitment  and  training  of  an  immediate  volunteer  force  large  enough 
to  achieve  maximum  iienetration  in  each  of  the  several  counties  during  the 
project  period.  However.  New  Mexico  did  have  state-wide  coverage. 

Initial  funding,  as  you  will  recall,  was  for  only  a  90-day  project  period 
(.Tanuary-March  31.  1974).  We  submitted  a  supplemental  application  for  addi- 
tional funds  and  an  extension  of  the  project  period  through  June  30, 1974.  or  until 
project  completion.  The  application  was  approved,  but  it  took  considerable  time 
for  the  funds  to  be  made  available.  As  a  result,  momentum  which  had  been 
achieved  or  was  under  way,  was  slowed  down  or  lost  to  a  considerable  extent. 

Interest  also  was  reduced.  This  could  have  been  avoided  if  the  funding  and 
project  period  would  have  been  for  six  months  at  least,  as  originally  anticipated 
by  the  Administration  on  Aging. 

The  terminology  "Supplemental  Security  Tneome"  created  problems  in  that  this 
program  was  confused  with  "Social  Securittr  per  se.  The  misconception  that 
benefits  from  the  new  public  assistance  program  for  Supplemental  Security 
Income  was  one  and  the  same  as  earned  and  shared  Social  Security  benefits  was 
a  deterring  factor  in  getting  some  people  interested  in  applying  for  different  or 
new  benefits  under  SSI.  Some  people  believed  that  they  were  already  gettins  SSI 
benefits,  or  that  they  need  not  apply  or  reapply.  This  necessitated  extra  effort  on 
the  part  of  Red  Cross  volunteers  (and  SSA  personnel)  in  emphasizing  SSI  as  a 
completely  new  federal  program  to  replace  Old  Age  Assistance,  and  Aid  to  the 
Blind  and  Disabled.  Consideration  should  be  given  at  the  Congressional  level  to 
change  the  terminology  and  simply  call  it  the  Supplemental  Income  Program. 

The  SSI  Alert  Project  was  carried  out  with  quite  a  lot  of  ethusiasm  by  all 
concerned  in  the  State  Agency  and  cooperating  Red  Cross  Chapters.  Without  a 
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doubt  Project  SSI  Alert  was  a  worthwhile  effort  because  it  positively  affects  the 
welfare  of  many  old,  blind,  and  disabled  persons  in  New  Mexico,  although  we  do 
not  have  specific  data  as  to  how  many. 

Thank    you    for    the    opportunity    to    give    your    Committee    some    of    our 
observations. 


ITEM  23.  STATEMENT  OF  DAVID  C.  CROWLEY,  EXECUTIVE  DIRECTOR, 
OHIO  COMMISSION  ON  AGING,  DEPARTMENT  OF  PUBLIC  WELFARE, 
MENTAL  HEALTH  AND  MENTAL  RETARDATION 

We  in  the  State  of  Ohio  are  aware  that  the  Supplemental  Security  Income 
program  as  implemented  in  January,  1974  represents  a  very  real  gain  for  thou- 
sands of  needy  Oh  loans  and  we  congratulate  the  Congress  on  its  success.  How- 
ever, we  Avould  be  lax  in  our  obligations  to  Ohio's  poor  if  we  did  not  take  this 
opportunity  to  enumerate  some  of  the  more  serious  deficiencies  in  the  program. 

MAJOR   PROBLEM   AREAS 

1.  The  Lack  of  an  Emergenci/  Assistance  Program  Through  the  Social  Security 
Offices  to  Meet  Immediate  Needs. 

Unmet  emergent  needs  have  reached  epidemic  proportions  in  Ohio.  In  Franklin 
County  (Columbus,  Ohio)  alone,  some  1400+  people  who  applied  for  emergency 
assistance  in  January  were  refused  cash  assistance  by  both  SSA  and  the  County 
Welfare  Department. 

Under  the  former  adult  public  assistance  programs,  needy  persons  whose  dis- 
ability applications  were  pending  could  receive  interim  assistance  from  the 
County  Welfare  Department.  Such  assistance  was  fifty  percent  Federally  funded. 
This  program  was  abolished  by  PL  92-603  (SSI).  The  SSA  will  issue  emergency 
assistance  to  applicants  only  if  the  person  is  determined  eligible  at  the  time  of 
application.  Disabled  applicants  must  be  either  paraplegic,  double  amputees,  deaf 
or  obviously  blind  in  order  to  receive  an  immediate  cash  payment  of  up  to  $100. 
Obviously,  most  people  do  not  meet  these  criteria.  Ohio's  County  Welfare  De- 
partments can  issue  emergency  assistance  or  General  Relief  (GR),  but  it  is 
funded  entirely  out  of  state  and  county  funds. 

2.  The  Delays  in  Determining  Eligibility  for  Programs,  Especially  for 
Disabilitj/. 

a.  Disability  determinations *are  taking  three  to  six  months.  Applicants  are 
relying  on  state  and  county  assistance  which  is  then  considered  as  income  to 
them  when  SSA  determines  retroactive  benefits.  The  total  of  state  assistance 
received  is  deducted  from  retroactive  SSI  payments. 

b.  Disaliility  "roll  back"  cases  add  to  the  delay.  The  requirement  that  some 
former  APTD  recipients  be  found  eligible  in  accordance  with  Title  II  guidelines 
has  created  a  backlog  in  the  Disability  Determination  Unit. 

c.  The  twelve  month  duration  requirement  for  disability  makes  it  difficult  to 
establish  mental  disability.  Release  from  an  institution  can  be  construed  (and 
has  been)   as  an  improved  condition  resulting  in  denial  of  benefits. 

3.  Processing  Delays. — There  are  processing  delays  in  actually  issuing  checks 
and  an  unwillingness  of  SSA  officials  to  employ  available  alternatives  when 
routine  procedures  fail.  SSA  representatives  are  imable  to  inform  eligible  ap- 
plicants when  to  expect  the  first  check.  When  checks  fail  to  arrive  as  scheduled, 
recipients  are  not  aware  that  SSA  can  authorize  a  retroactive  payment  and  by- 
pass the  computer  operation.  Too  frequently,  unless  the  client  has  specifically 
requested  a  retroactive  one-time  payment,  the  service  is  not  offered.  At  best, 
this  procedure  requires  five  days  before  the  check  is  received.  This  delay  creates 
an  additional  burden  for  local  welfare  departments  and  other  service  agencies. 

4.  The  Denial  or  Reduction  of  Benefits  to  Applicants  Based  Solely  on  Their 
Living  A  rrn  ng  e  m  cv\  t  s . 

a.  Ove-third  reduction  for  livivg  in  another's  household.  People  who  live  in  the 
houseliold  of  another  automatically  have  financial  eligibility  and/or  ])nyment 
reduced  by  y,,.  Tb.eir  needs  are  assumed  to  be  less  because  of  in-kind  contribu- 
tions from  those  with  whom  they  live.  This  occurs  regardless  of  the  relationship 
of  the  persons  involved  or  the  financial  status  of  such  persons.  The  result  is  that 
people  with  no  legal  obligation  to  provide  support  to  the  needy  persons  and  who 
may  tliemselves  have  little  or  no  income  are  assumed  to  contribute  at  least  Vs 
at  Ins  or  her  subsistence. 

h.  Married  couples  vho  live  opart. — SSA  requires  that  married  couples  either 
obtain  a   legal   separation   or  be  physically  separated  for  six  months  before 
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authorizing  separate  payiiieuts  to  eligible  couples.  This  creates  an  undue  hard- 
ship on  persons  who  obviously  can't  aft'ord  legal  assistance.  It  also  offers  the 
opportunity  for  the  payee  spouse  to  refuse  support  to  the  other  party. 

c.  Definition  of  ''Institution"  and  ''PuUic  Institution"  to  Exclude  Many  Pro- 
tective Living  Arrangements. 

People  living  in  public  institutions  not  certified  for  medicaid  or  medicare  pay- 
ments are  not  eligible  for  SSI  payments.  An  institution  has  been  defined  in 
regulation  as  a  group  living  situation  wherein  four  (4)  or  more  people  unrelated 
to  the  operator  are  provided  with  any  remedial  care  or  service  in  addition  to 
room  and  board.  Therefore,  protective  living  arrangements  for  physically  and 
mentally  disabled  persons  \<\\o  do  not  require  full  nursing  care  are  considered 
institutions.  Homes  for  the  retarded  have  been  particularly  affected  as  they 
historicnllv  have  depended  on  Federal  assistance  payments  to  residents  for  a 
major  portion  of  their  operating  funds.  These  homes  are  not  in  any  valid  sense 
institutions.  Thev  are,  in  fact,  established  as  alternatives  to  institutions  and 
nursing  homes  for  individuals  who  need  some  service  or  supervision  but  do  not 
need  constant  medical  or  custodial  care. 

Further,  if  private  facilities  are  under  contract  to  public  agencies  for  the  pro- 
vision of  services  to  certain  persons  who  can't  otherwise  afford  services,  SSA 
has  ruled  that  they  may  be  found  to  be  "public". 

a.  Prohibiting  SSI  Payments  to  Residents  of  Certain  Public  Institutions. — 
This  prohibition  has  created  a  hardship  for  residents  of  certain  county-operated 
facilities  in  Ohio,  manv  of  which  provide  the  only  protective  living  arrangements 
available  in  the  community.  The  denial  of  SSI  benefits  to  these  residents  is  con- 
trary to  the  purpo.se  of  PL  22-603,  that  is,  to  provide  a  minimum  income  for 
needy  adult.s,  by  denying  individuals  the  right  to  choose  a  residence  that  meets 
their  needs. 

5.  ''Deeming  of  Income"  and  Putting  an  TJnrcalistic  Cash  Value  on  In-Kind 
Services  .so  as  to  Reduce  Grants. 

The  difference  between  the  payment  an  individual  makes  to  a  private  "institu- 
tion" and  the  actual  cost  of  care  is  considered  (deemed)  as  income  to  the  recip- 
ient and  is  subtracted  from  his  grant.  This  begins  an  infinite  subtraction  process 
that  results  in  a  zero  award.  This  process  is  selectively  applied  to  residents  of 
private  rest  homes  and  other  philanthropic  institutions. 

If  this  process  were  used  in  all  such  situations,  even  residents  of  public  housing 
would  be  affected  because  they  don't  pay  the  full  cost  of  occupancy.  The  pro- 
cedure is,  however,  being  used  as  a  means  of  enforcing  standards  on  facilities 
that  don't  meet  medicaid  certification  standards.  It  is  our  feeling  that  such 
actions  contravene  the  intent  of  PL  92-603 ;  that  is,  to  provide  a  minimum  in- 
come to  needy  aged,  blind  and  disabled.  While  we  recognize  the  need  to  regulate 
and  enforce  standards  on  institutions  we  question  the  propriety  of  using  an 
income  maintenance  program  to  do  this.  The  recipient  is  the  one  who  suffers 
most  from  this  policy. 

6.  Designating  Certain  Personal  Property  and  Real  Property  as  Resources, 
Assigning  Unrealistic  Values  to  Same  and,  thus,  "Appraising"  People  Out  of 
Needed  Benefits. 

SSA  regulations  permit  recipients  to  own  a  house  and  real  property  of  a  value 
not  to  exceed  ,$25,000.  Regulations  further  provide  that  homestead  land  in  excess 
of  one  acre,  if  not  income-producing,  will  be  countable  as  a  liquid  resource.  Such 
resources  cannot  exceed  $1,500  in  total  value.  Frequently,  elderly  people  own 
small  "farms"  or  homesteads  in  excess  of  one  acre  which  are  neither  income- 
producing  nor  marketable.  This  is  particularly  acute  in  Ohio's  Appalachian  coun- 
ties where  land  is  inaccessible  and  cannot  be  profitably  cultivated.  Even  an 
appraised  value  as  low  as  fifty  dollars  an  acre  on  one  hundred  acres  makes  people 
Ineligible.  In  Meigs  County.  Ohio,  alone,  forty  percent  of  the  SSI-Alert  referrals 
processed  were  denied  on  the  basis  of  the  potential  market  value  of  land,  even 
though  the  land  represented  no  immediate  income  to  the  applicants  and  in  most 
cases  was  untillable  and  fit  only  for  hunting  or  fishing.  The  net  effect  of  this 
regulation  has  been  to  create  an  artificial  market  benefiting  only  the  land  specu- 
lators and  unjustly  depriving  many  individauls  of  SSI  benefits.  Elderly  residents 
are  faced  with  selling  family  homesteads  to  live,  if  a  buyer  can  be  found. 

Personal  possessions  of  elderly  applicants  are  inventoried  and  assigned 
"antique"  value,  again  appraising  people  out  of  eligibility.  More  importantly  such 
practices  demean  the  dignity  and  independence  of  applicants. 

7.  Differences  in  Eligibility  Standards  for  Medicaid  and  Food  Stamps  Lead  to 
Confusion  as  to  Who's  Eligible. — Requirement  for  separate  applications  for 
these  programs  effectively  disenfranchises  eligible  people  who  are  unaware  of  the 
programs  or  unable  to  make  application. 
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8.  Rights  and  Hearings. — SSA  fails  to  provide  applicants  with  a  full  explana- 
tion of  rights  and  entitlements  under  SSI.  SSA  relies  on  printed  pamphlets  which 
are  lacking  in  detail  and  frequently  beyond  the  ability  of  the  applicant  to  com- 
prehend. Pressures  of  time  and  caseload  frequently  cause  claims  representatives 
to  be  lax  in  explaining  specific  decisions  or  eligibility  criteria  to  applicants. 

Hearing  procedures  proposed  by  SSA  require  considerable  sophistication  on 
the  part  of  the  applicant.  Requirements  for  written  statements  of  material  evi- 
dence prior  to  hearing,  written  notice  of  intent  and  other  such  legalistic  require- 
ments practically  guarantee  that  hearings  will  be  kept  to  a  minimum. 

BECOMMENDATIONS 

Having  enumerated  what  we  consider  to  be  major  problem  areas,  we  feel  obli- 
gated to  sugge.st  some  changes.  It  is  important  to  realize  that  some  of  these 
recommendations  could  be  achieved  through  regulatory  changes.  However,  it  is 
our  experience  that,  unless  Congress  indicates  a  preference  for  a  particular 
interpretation,  SSA  remains  intransigent  withj-egard  to  rule  changes.  Witness 
the  reluctance  with  which  SSA  finally  agreed  to  participate  with  the  Administra- 
tion on  Aging  in  an  outreach  effort  to  publicize  the  program  to  potential  eligibles. 
In  view  of  this  reluctance,  we  have  suggested  some  legislative  alternatives  to 
essential  problems  of  regulation. 

1.  Emergency  Assistance  Program  Administered  hy  SSA. 

a.  Avoid  shuffling  applicants  from  one  agency  to  another. 

b.  Alleviate  the  frustration  of  SSA  staff  at  being  unable  to  immediately  assist 
people. 

c.  Avoid  the  management  problems  inherent  in  reimbursing  states  for  assist- 
ance given.  For  Ohio's  position  on  current  proix)sals  to  this  effect. 

2.  Provide  for  Expanded  Presumptive  Disability  and  Liheralize  Disability 
Criteria. 

a.  Presumptive  eligibility  similar  to  that  used  in  previous  APTD  programs 
permits  large  numbers  of  eligible  persons  to  be  put  on  payment  rolls  immediately. 

1>.  Liberalized  disability  criteria  should  take  into  account  both  the  unpredict- 
able nature  on  mental  disabilities  and  the  socio-economic  factors  affecting  em- 
ployment of  particiilarly  middle-aged  low-income  laborers. 

3.  Require  Immediate  Cash  Payment  be  Issued  Whenever  Check  Fails  to  Reach 
Eligible  Recipient.  .^ 

4.  Living  Arrnngements. 

a.  Eliminate  the  automatic  one-third  reduction. 

b.  Make  separate  payments  to  couples  based  on  individual's  eligibility  regard- 
less of  marital  status.  Provide  immediate  adjustment  of  payment  levels  when 
physical  separation  is  reported. 

c.  Exclude  specific  residential  facilities  and  group  homes  from  the  definition 
of  institution. 

d.  Revoke  the  prohibition  on  payments  to  residents  of  public  institutions. 

rt.  In-Kind  and  State-Local  Support. — Exclude  in-kind  from  countable  income 
when  provided  by  a  residence  facility  and  exclude  vendor  payments  from  gov- 
ernmental entities  to  residence  facilities  from  countable  income. 

G.  Require  the  Secretary  to  Allow  More  Flexibility  in  Determining  Value  of 
Resources. — Specifically  require  that  consideration  be  made  of  available  market, 
tax  appraised  value  based  on  current  use,  equity,  and  current  income-producing 
value  when  assessing  land  values.  Provide  that  no  one  be  denied  benefits  simply 
because  homestead  land  can't  be  sold. 

7.  Medicaid. — Extend  medicaid  to  all  SSI  recipients  by  Federal  mandate.  Pro- 
vide fiscal  incentive  to  states  by  putting  increased  expenditures  under  some  "hold 
harmless"  level  relative  to  previous  expenditures  for  adult  welfare  programs  or 
by  increasing  Federal  reimbursement  rate. 

8.  Hearings. — Outline  simplified  hearing  procedures  similar  to  those  used  in 
public  assistance  programs. 

9.  Advocacy. — Require  that  SSA  establish  an  internal  advocacy  system  and 
make  available  in  district  offices  space  for  client  advocate  groups  or  individuals 
to  operate. 

ITEM  24.  LETTER  FROM  AXDREW  J.  BIEMILLER,  DIRECTOR,  DEPART- 
MENT OF  LEGISLATION,  AFL-CIO,  WASHINGTON,  D.C.;  TO  SENATOR 
FRANK  CHURCH,  DATED  AUGUST  9,  1974 

Dear  Mr.  Chairman  :  I  am  writing  this  letter  to  express  the  viewpoint  of  the 
AFL-CIO  on  the  new  Supplemental  Security  Income  Program   (SSI)   and  re- 
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spectfully  request  that  it  be  made  a  part  of  the  record  of  the  SSI  hearings  of  the 
Senate  Special  Committee  on  Aging. 

For  many  years  the  AFL-CIO  supported  changes  which  would  remove  the 
inequities  of  the  federal-state  programs  for  the  aged,  blind  and  disabled.  There 
had  long  been  a  need  for  uniform,  national  eligibility  requirements  and  a  federal 
income  floor  to  eliminate  poverty  among  these  groups.  The  AFL-CIO,  there- 
fore, supported  and  welcomed  the  establishment  of  the  SSI  program.  We  are 
aware  that  federalization  of  these  programs  was  a  complex  process  and  that  the 
legislation  was  onlv  a  step  forward  and  a  foundation  on  which  to  develop  a  fully 
adequate  program.' The  AFL-CIO  holds  this  view  still.  Our  criticisms  are  made 
constructively  in  the  hope  that  process  of  development  will  be  pursued.  It  would 
not  be  possible  to  outline  in  a  letter  all  the  AFI^CIO  suggestions  for  improving 
the  program.  We  would,  however,  like  to  direct  the  attention  of  your  Committee 
to  those  we  feel  deserve  priority. 

OUTREACH 

The  single  most  important  problem  needing  resolution  is  to  enable  those  who 
are  eligible  to  receive  benefits.  Although  the  exact  size  of  the  newly  eligible 
population  cannot  be  precisely  stated,  no  reputable  estimate,  including  that  of 
the  Social  Security  Administration  itself,  is  less  than  approximately  3  million 
people  and  some  run  as  high  as  6  million.  Yet,  only  a  little  more  than  300,000 
persons,  a  mere  5  to  10  percent  of  this  potential  group,  were  actually  receiving 
benefits  in  April  of  this  year.  Though  no  one  expected  all  newly  eligible  recipients 
to  be  receiving  benefits  at  the  present  time,  it  is  clear  that  something  is  seriously 
wrong  with  the  outreach  program  when  such  a  small  number  of  the  potential 
total  is  receiving  benefits.  The  Social  Security  Administration  had  a  lead  time  of 
1.5  months  before  the  program  began  and  an  additional  7  months  since  the  pro- 
gram started.  There  is  no  reason  that  a  large  majority  of  newly  eligibloe  should 
not  now  be  receiving  SSI  benefits.  This  sad  performance  raises  the  question 
whether  there  has  not  been  a  deliberate  policy  designed  to  protect  the  Adminis- 
tration budget  at  the  expense  of  poor  aged,  blind  and  disabled  people.  Unless 
the  Administration  is  prodded  into  greater  efforts,  there  is  a  good  po.ssibility 
that  the  program  will  stabilize  with  only  a  fraction  of  those  newly  eligible 
participating. 

COST-OF-LIVING   ESCALATOE 

Basic  SSI  benefit  levels  are  much  too  low  and  recipients  are  unable  to  live 
decently  on  them.  This  prol>lem  has  been  greatly  aggravated  by  rapidly  rising 
living  costs  and  the  absence  of  any  provision  to  compensate  for  the  effects  of  infla- 
tion. This  is  a  particular  problem  in  states  that  supplement  the  basic  Federal  SSI 
pavment.  Re<-ipients  in  many  of  these  States  have  seen  social  security  benefits 
increase  11  percent  and  SSI  Federal  payments  12  percent  without  seeing  any 
change  in  their  income  because  their  supplementary  SSI  payments  have  been 
reduced  as  their  social  security  and  basic  SSI  payments  have  risen.  This  is  grossly 
unfair  in  a  period  of  double  digit  inflation. 

The  recent  amendment  which  Congress  added  to  H.R.  8217  does  resolve  the 
problem  as  far  as  the  basic  Federal  benefit  is  concerned  but  does  not  insure  cost 
of  living  increases  in  those  states  that  supplement  the  l>asic  Federal  minimum. 
Not  only  should  there  be  automatic  increases  in  the  Federal  SSI  benefits  to 
parallel  increases  for  social  security  cash  benefit  recipients  but  provision  should 
be  made  to  insure  that  states  that  make  supplemental  SSI  payments  will  also  in- 
crease their  payments  to  reflect  increases  in  living  costs. 

INADEQUATE   FEDERAL   PAYMENT   LEVEL 

The  income  floor  represented  by  the  Federal  payment  level  should  be  increased 
to  at  least  the  poverty  level.  It  is  a  reasonable  objective  to  guarantee  the  elderly, 
blind  and  disabled  persons  sufficient  income  to  lift  them  from  poverty.  Those  who 
suffer  the  most  among  the  aged,  blind  and  disabled  are  those  that  have  incomes 
below  the  poverty  line  and  a  cost  of  living  escalator  cannot  re.^olve  their  problem. 
They  are  locked  into  a  desperate  struggle  to  make  an  inadequate  income  cover 
higli  priced  food,  fuel  and  other  necessities.  Little  wonder  they  are  bitter  and  feel 
they  are  forgotten  Americans.  A  full  and  just  resolution  of  the  economic  problems 
of  the  aged,  blind  and  disabled  requires  that  the  basic  Federal  program  guarantee 
an  income  at  or  above  the  poverty  level. 

You  and  the  Committee  are  to  he  commended  for  the  initiative  you  have  taken 
to  call  to  public  and  congressional  attention  the  problems  developing  in  the  SSI 
program.  Tlie  hearings  held  by  your  Committee  'ivill  do  much  to  insure  that  the 
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program's  tremendous  potential  will  be  achieved.  Once  again,  the  Senate  Special 
Committee  on  Aging  has  demonstrated  a  leadership  and  concern  that  has  made 
it  a  major  force  in  behalf  of  the  well  being  of  elderly  people. 


ITEM  25.  LETTER  FROM  WILEY  M.  CRITTENDEN,  JR.,  PRESIDENT,  AMER- 
ICAN NURSING  HOME  ASSOCIATION,  WASHINGTON,  D.C.;  TO  SENA- 
TOR FRANK  CHURCH,  DATED  JULY  16,  1974 

Dear  Senator  Church  :  This  is  in  response  to  your  letter  of  June  14,  1974  re- 
questing written  testimony  from  the  American  Nursing  Home  Association  on  the 
Supplemental  Security  Income  Program  (SSI). 

The  American  Nursing  Home  Association  represents  over  7,400  long-term  care 
facilities  across  the  nation  containing  almost  566,000  patient  care  beds.  The  Asso- 
ciation has  a  significant  and  continuing  interest  in  the  SSI  Program  as  many  of 
the  patients  and  residents  in  long-term  care  facilities  are  potential  or  actual 
recipients  of  benefits  under  the  new  Federal  program  of  financial  assistance  to 
the  aged,  blind  and  disabled. 

During  the  first  few  months  of  the  SSI  Program,  individuals  were  experiencing 
long  delays  in  the  receipt  of  benefits.  For  the  recipients,  the  problems  associated 
with  delays  are  clear.  The  Association  has  been  informed  by  the  Social  Security 
Administration's  Bureau  of  Supplemental  Security  Income,  which  administers 
the  SSI  Program,  that  they  are  undertaking  every  effort  to  exi^edite  the  determi- 
nation and  payment  process.  However,  after  almost  eight  months  of  operation, 
many  individuals  still  encounter  what  appear  to  be  long  and  imwarranted  delays 
resulting  in  unnecessary  inconvenience  and  in  some  cases,  severe  hardship.  The 
Association  is  not  in  a  position  to  offer  any  solutions  that  would  be  designed  to 
rectify  this  situation.  We  do  know,  however,  that  the  Social  Security  Adminis- 
tration continues  to  work  diligently  to  solve  this  problem,  but  in  the  meantime 
we  have  requested  that  SSA  make  every  effort  to  insure  that  no  potential  recip- 
ient needlessly  suffers  during  the  determination  of  eligibility  and  actual  payment 
process. 

Another  problem  associated  with  the  SSI  Program  concerns  the  determination 
or  eligibility  for  coverage  under  the  Title  XIX  Medicaid  program.  As  a  result  of 
the  double  eligibility  determination  process,  another  delay  is  created  with  its 
accompanying  uncertainty  resulting  in  the  possible  postponement  of  required 
medical  care.  The  Association  recommends  that  the  eligibility  for  Medicaid  be 
determined  at  the  same  time  as  eligibility  for  SSI  benefits.  We  believe  this  joint 
determination  will  result  in  significant  savings  of  time  and  resources. 

A  number  of  States  have  been  terminating  payment  under  Title  XIX  for  care 
provided  in  intermediate  care  facilities  for  SSI  i-ecipients  where  the  State  deems 
that  such  care  is  luinecessary.  These  States  are  under  the  assumption  that  by 
terminating  Medicaid  payments  and  transferring  the  patient  to  a  non-Title  XIX 
residential  care  facility,  the  State  will  save  significant  amounts  of  its  funds  as 
the  State  would  not  be  contributing  to  the  cost  of  care  under  the  Title  XIX  pro- 
gram. The  individual  must  then  pay  for  their  care  with  SSI  benefits.  The  resident 
suffers  in  that  the  SSI  payment  (including  state  supplemental  payment  when 
appropriate)  is  not  suflicient  to  provide  the  high  quality  attention  in  a  safe  and 
pleasant  surrounding  as  the  individuals  require  and  deserve.  While  current  law 
contains  prohibitions  against  States  using  the  SSI  program  to  finance  care  in  un- 
certified facilities,  the  prohibition  necessarily  turns  on  the  question  of  whether  oi- 
not  the  patient's  needs  qualify  him  for  intermediate  care  under  the  Title  XIX 
program.  Hence,  an  overly  restrictive  application  of  the  level  of  care  definition 
can  result  in  displacement  of  individuals  into  non-Title  XIX  facilities.  The  Asso- 
ciation recommends  that  the  Department  develop  an  effective  method  of  insuring 
that  individuals  who  require  intermediate  care  are  not  arbitrarily  disqualified 
from  the  INIedicaid  coverage  to  which  they  are  entitled. 

Additionally,  because  of  the  flat  payment  system  there  is  no  method  by  which 
such  payments  can  be  related  to  cost  differentials  between  various  types  and  loca- 
tions of  facilities.  In  many  instances,  the  provider  is  forced  to  absorb  any  differ- 
ence between  the  amount  the  resident  can  afford  to  pay  for  the  actual  cost  of  pro- 
viding the  care  of  services. 

There  is  one  provision  in  the  SSI  legislation  which  the  Association  strongly 
believes  jnust  be  revised.  The  legislation  provides  that  after  30  calendar  days,  a 
SSI  recipient  who  is  in  a  long-term  care  facility  where  Title  XIX  is  paying  over 
50%  of  the  cost  of  their  care  will  have  their  SSI  benefits  reduced  to  a  $25.00  per- 
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sonal  needs  allowance  to  cover  incidental  costs  during  their  stay  in  the  facility. 
This  provision  encourages  further  institutionalization  in  that  the  recipient  may 
not  be  able  to  continue  their  rent  or  mortgage  payments  as  a  result  of  their  re- 
duced benefits  during  their  institutionalization.  The  program  makes  no  allowance 
for  non-institutionally  related  expenses  and  may  cause  an  unnecessary  disruption 
of  home  life  for  single  individuals.  This  provision  also  has  a  significant  impact  on 
married  couples  in  that  the  program  does  not  make  any  allowance  for  the  sup- 
port of  the  non-eligible  .spouse  of  an  eligible  individual  who  is  institutionalized. 
The  Association  recommends  that  the  Social  Security  Administration  be  given 
a  greater  degree  of  flexibility  in  determining  when  and  by  how  much  an  individ- 
ual's SSI  payment  should  be  reduced  during  in.stitutionalization. 

The  SSI  legislation  provides  that  an  inmate  of  a  public  institution  shall  not  be 
eligible  for  SSI  benefits.  The  Social  Security  Administration  has  interpreted 
'"inmate"  and  "public  institution"  to  include  residents  of  residential  care  facilities 
which  are  owned  by  local  governmental  bodies.  Such  institutions  are  not  "public 
institutions"  in  a  real  sense  and  the  residents  are  certainly  not  "inmates".  This 
strict  interpretation  may  place  a  severe  financial  burden  on  both  the  local  gov- 
ernment and  the  resident.  With  the  significantly  reduced  income,  the  facility  is 
placed  in  the  position  of  seeking  revenue  from  the  local  government  to  make  up 
any  deficits  or  closing  down  resulting  in  hardship  for  all  its  residents.  The  Asso- 
ciation requests  that  a  government  owned  non-Title  XIX  facility  not  be  included 
in  the  definition  of  "public  institution"  and  that  their  residents  be  deemed  eligible 
for  SSI  benefits. 

The  Association  is  pleased  to  note  Senator  Mondale's  amendment  to  H.R.  8217 
that  is  designed  to  provide  for  an  automatic  cost-of-living  increase  in  the  basic 
Federal  SSI  payment  and  the  State  supplemental  payments.  We  believe  that  such 
a  provision  is  absolutely  necessary  to  safeguard  recipients  against  inflation. 

I  am  grateful  for  this  opportunity  to  make  our  views  known  to  the  Committee, 
and  hope  that  these  comments  are  helpful  to  you  as  you  seek  solutions  in  this 
problem  area.  Be  assured  that  ANHA  stands  ready  to  assist  the  Committee  in 
achieving  necessary  corrective  measures  to  insure  that  the  aims  of  the  SSI  pro- 
gram are  fulfilled. 
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FUTURE  DIRECTIONS  IN  SOCIAL  SECURITY 


TUESDAY,  MARCH  18,  1975 

U.S.  Senate, 
Special  Committee  on  Aging, 

Washington.  D.C. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  3302, 
Dirksen  Building,  Hon.  Frank  Church,  chairman,  presiding. 

Present :  Senators  Church,  Moss,  Fong,  Percy,  and  Clark.  _ 

Also  present:  William  E.  Oriol,  staff  director;  David  Affeldt,  chief 
counsel :  John  Guy  Miller,  minority  staff  director ;  Margaret  Faye,  mi- 
nority professional  staff  member:  Patricia  Oriol.  chief  clerk :  Kathryn 
Danii.  assistant  chief  clerk;  Gerald  Strickler,  printing  assistant;  and 
Dorothy  ]McCamman.  consultant. 

Senator  CiiriKH,  The  hearing  v.ill  come  to  order. 

Senator  Fong  tells  me  that  he  will  have  to  be  absent  temporarily  this 
morning  for  an  appointment  in  his  office  with  the  Secretary  of  the 
Army. 

Before  you  leave.  Senator,  do  you  have  a  statement  you  would  like 
to  make  ? 

STATEMENT  BY  SENATOR  HIKAM  L.  FONG 

Senator  Foxg.  Yes,  Mr.  Chairman.  I  want  to  compliment  you  on  the-- 
decision  to  hold  hearings  today,  tomorroAv.  and  Thursday  on  the- 
report  of  the  Advisory  Council  on  Social  Security  which  was  released- 
week  before  last  and  the  Advisory  Council's  deliberations  since  it  was 
appointed  by  the  Secretary  of  Health,  Education,  and  Welfare. 

Nothing  done  under  auspices  of  the  Federal  Government  is  more 
directly  important  to  the  American  people  than  social  security. 

OA^DI,  medicare.  SSI.  and  other  Social  Security  Act  programs  are 
so  vital  to  the  Avell-being  of  all  our  citizens  as  a  first  line  of  individual 
economic  security  that  no  stone  should  be  left  unturned  in  our  efforts 
to  strengthen  and  maintain  them. 

AVhether  as  beneficiaries,  current  or  potential,  or  as  taxpayers  con- 
tributing to  the  system's  support,  all  Americans  are  affected  by  deci- 
sions regarding  social  security's  future. 

This  morning  I  will  have  a  number  of  questions  to  address  to  our 
witnesses.  For  some.  I  would  like  answers  today.  There  are  others  for 
which  written  answers  to  be  submitted  for  the  printed  record  will 
suffice.* 

These  hearings  related  to  the  system's  recent  review  by  the  Advisory 
Council  on  Social  Security  are  very  ajppropriate.  For  several  years  I 

*See  p.   844. 
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have  been  most  concerned  about  social  security  review  mechanisms.  I 
welcome  the  opportunity  to  hear  from  representatives  of  one  of  them. 

I  strongly  share  the  opinion  of  this  Advisory  Council  that  current 
provisions  for  review  are  inadequate.  As  one  method  of  correcting  this 
inadequacy,  I  have  introduced  Senate  Joint  Resolution  5  to  establish 
an  independent,  bipartisan  National  Social  Security  pommission. 

This  proposal  for  continuing  review  of  social  security  is  cosponsored 
by  Senators  Paul  J.  Fannin,  John  Tower,  Strom  Thurmond,  Bill 
Brock,  Pete  V.  Domenici,  and  Cliiiord  P.  Hansen. 

Because  I  believe  it  is  pertinent  to  our  work  today,  I  ask  that  my 
statement  to  the  Senate  about  Senate  Joint  Resolution  5,  March  13,  be 
made  a  part  of  this  hearing's  record  at  this  point. 

Senator  CiiuRcii.  Without  objection,  this  statement  will  become  a 
part  of  the  record.* 

Senator  Church.  Welcome.  Mr.  A^an  Gorkom.  I  have  a  message  from 
the  Senator  from  Illinois,  Senator  Percy,  who  hopes  to  be  liere  later 
this  morning,  but  he  called  me  to  explain  that  he  has  to  chair  another 
hearing,  and  though  he  had  hoped  to  be  here  at  the  time  of  your 
testimony,  he  will  come  as  soon  as  he  can  complete  that  hearing,  as 
soon  as  he  is  free. 

Pie  wanted  me  to  explain  that  to  you. 

Mr.  Van  Goekom.  Thank  you. 

OPENING  STATEMENT  BY  SENATOR  FEANK  CHURCH,  CHAIRMAN 

Senator  Chuech.  Today  the  Senate  Committee  on  Aging  continues 
its  hearings  on  "Future  Directions  in  Social  Security"  under  circum- 
stances far  different  from  those  which  confronted  us  2  years  ago  when 
the  first  testimony  was  taken. 

At  that  time  the  Congress  could  take  some  satisfaction  from  several 
major  achievements. 

We  had  just  enacted  a  20-percent  across-the-board  increase. 

We  had  established  an  automatic  cost-of-living  adjustment  mecha- 
nism to  kee]D  social  security  benefits  rouglily  apace  with  price  changes. 

And  for  those  aged,  blind,  and  disabled  persons  whose  other  sources 
of  income  just  could  not  com.e  close  to  a  very  meager  living  standard, 
we  had  established  the  Supplemental  Security  Income,  or  SSI, 
program. 

It  seemed  like  a  well-balanced  program,  one  which  could  be  im- 
proved gradually  and  innovatively  over  the  years,  or  even  over  the 
decades. 

Well,  inflation  changed  all  that  in  a  hurry.  From  October  1972  to 
December  1974,  the  increase  in  the  Consumer  Price  Index  was  23  per- 
cent, but  the  increase  in  social  security  benefits  rose  by  only  11  percent, 
and  to  get  even  that  increase,  the  Congress  had  to  sidestep  admin- 
istration opposition. 

Inflation  still  goes  on,  of  course.  And  for  that  reason,  many  of ^  us 
in  Congress  expected  that  the  cost-of-living  adjustment  provision 
enacted  in  1972  would  be  implemented  this  July  and  would  not  be 
tampered  with.  Based  upon  present  estimates  this  would  be  about  an 
8.7-percent  increase — just  to  keep  up  with  the  cost  of  groceries  and 
other  necessities. 


♦See  appendix  1,  p.  859. 
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Pkesidential  Freeze 

But  President  Ford  lias  another  plan  in  mind.  He  wants  to  keep 
that  increase  to  5  percent,  not  almost  9  percent.  This  so-called  freeze 
of  his,  I  feel,  makes  little  sense  for  many  reasons : 

(1)  It  ignores  a  compact  made  by  the  Congress  of  the  United  States 
with  the  people  of  the  United  States.  That  compact  called  for  just  and 
fair  treatment,  not  an  arbitrary  limit  which  came  right  out  of  the 
Office  of  Management  and  Budget,  not  from  any  real  understanding  of 
what  is  happening  to  the  old  people  of  this  Nation. 

(2)  The  President's  proposal  is  supposedly  based  upon  budgetary 
considerations,  and  yet  his  social  security  scheme,  as  well  as  his  pro- 
posal to  increase  medicare  funds,  distorts  the  budget  picture  consider- 
ablv.  Pie's  using  trust  fund  money  to  give  the  appearance  that  he  is 
reducing  an  overall  deficit,  and  this  is  simply  not  the  case. 

Can  the  President  believe  that  most  social  security  recipients  do  not 
need  the  money  ? 

I  have  ali-eacly  said  that  as  of  December  the  increase  in  social  security 
benefits  was  only  11  percent,  as  compared  with  a  23  percent  cost-of- 
living  increase. 

What  would  happen  if  the  full  8.7  percent  automatic  increase  which 
is  to  go  into  effect  this  July,  as  mandated  by  the  Congress,  were  to 
take  effect? 

Even  then,  the  total  increase  from  October  1972  to  mid-1975  m 
social  security  benefits  would  stand  at  21  percent,  while  the  projected 
increase  in  the  Consumer  Price  Index  for  the  same  period  would  be 
8  percentage  points  liigher :  29  percent. 

As  for  the  President's  proposal:  A  5-percent  increase  in  social 
security  benefits  would  bring  increases  since  1972  to  17  percent,  12  per- 
cent lower  than  the  actual  increase  in  the  cost  of  living. 

I  have  taken  action  to  insure  that  the  President's  plan  is  rejected 
by  the  Congress,  and  I  am  happy  to  have  the  support  of  more  than 
half  the  membership  of  the  Senate  in  this  effort. 

We  in  the  Senate  were  swayed,  I  think,  not  only  by  the  stark  statis- 
tics of  cost-of-living  versus  social  security  benefits. 

We  also  encountered,  in  our  offices  and  in  our  home  States,  people 
who  want  to  know  how  social  security  could  help  them  through  this 
perplexing  ])eriod  of  inflation  and  recession  at  the  same  time. 

I  have  pulled  out  from  my  files  some  of  the  letters  received  within 
just  the  past  few  weeks. 

Let  me  read  a  few  paragraphs  here : 

From  Philadelphia,  Pa. : 

I  am  77  years  of  age,  retired  by  compulsion  in  1966,  without  any  pen- 
sion  it  gets  kind  of  sticky  sometimes  but  I  try.  I  am  very  concerned 

about  President  Ford  and  bis  austerity  program.  He  has  put  a  restriction  on 
the  8.7  percent  Social  Security  rise  to  5  percent  during  this  year,  which  means 
practically  nothing  commensurate  with  the  rising  prices.  Still  he  can  send  mil- 
lions of  dollars  overseas  to  other  countries.  It  doesn't  make  sense  to  me. 

From  Flushing,  N.Y. : 

I  am  asking  you  .  .  .  for  no  Social  Security  cut  in  our  coming  Increase.  This 
increase  is  for  last  year,  not  even  this.  In  my  case  I  had  to  retire  to  care  for  a 
husband  who  had  a  stroke  9  years  ago  and  was  getting  no  better,  so  I  retired 
in  May.  My  rent  went  up  twice  since,  plus  everything  else. 
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From  Tucson,  Ariz. 


I  am  85  years  old.  I  paid  income  taxes  1920  to  1970 — Social  Security  taxes 
1937  to  1970.  I  have  a  home  paid  for  which  high  taxes  are  about  to  take  from 
under  me.  I  had  enough  money  saved  for  my  last  illness  and  burial.  This  eaten 
away  by  inflation.  Very  little  income  other  than  Social  Security.  What  can  be 
done  for  the  millions  like  me — we  also  helped  build  our  wonderful  econ- 
omy. .  .  .  The  superstores  are  going  wild  since  February  1,  increasing  some  20 
percent. 

From  Erie,  Pa. : 

Rents  hereabouts,  even  the  slummiest,  are  so  high,  by  the  time  they  are  paid, 
three-fourths  of  one's  income  is  gone.  Social  Security  plus  SSI  (Supplementary 
Security  Income)  $93  equals  $185  a  month.  That's  my  only  and  total  income. 
Oh,  yes,  $46  of  food  stamps  for  $36  (then,  they  are  going  up,  too).  The 
rents  .  .  .  well,  what  isn't.  Think  suicide  will  solve  all  problems. 

Well,  the  Congress  lias  to  pay  attention  to  people  who  tell  us  obout 
the  very  real  day-to-day  crises  facing  older  persons  on  fixed  incomes. 

Congress  also  has  to  pay  attention  to  the  alarm.s  and  warnings  that 
are  now  being  heard  about  the  future  of  the  social  security  system. 

I  do  not  think  there  can  be  any  doubt  about  the  fact  that  a  reexami- 
nation of  the  immediate  and  long-range  future  of  social  security  is  in 
order. 

We  have  never  had  a  period  quite  like  this  before. 

We  have  inflation  and  recession  at  the  same  time. 

We  have  the  prospect  of  a  growing  percentage  of  retired  persons 
and  a  lessening  number  of  people  still  in  the  workforce,  culminating 
in  the  first  quarter  of  the  next  century  with  the  coming  of  r^^tire^nent 
age  by  the  so-called  baby  boom  population  born  during  World  War 
II  and  in  tlie  following  decade  or  so. 

We  have  the  growing  realization  that  automatic  cost-of-livino-  in- 
creases must  be  inspected  regularly  and  thoroughly  to  malve  certain 
that  they  do  their  fundamental  iob — keeping  up  with  living  cost  in- 
creases— and  do  not  become  windfalls. 

Clearly  any  one  of  these  developments  would  represent  a  major 
challenge.  But  we  have  all  of  them  to  consider  at  these  hearings  and  in 
other  forums. 

Nevertheless,  I  find  little  reason  for  the  wave  of  scare  stories  T  have 
seen  within  recent  weeks  about  the  future  of  the  social  security 
system. 

I  have  seen  headlines  which  ssij,  in  effect  or  literally,  "Social  Se- 
curity Going  Broke."  Careful  newspapers  put  a  question  mark  at  the 
end  of  that  headline.  The  careless  do  not. 

I  have  seen  even  a  cartoon  showing  a  facsimile  of  a  social  spf^nrity 
card.  StarajDcd  across  the  face  of  it  were  the  words:  "Insufficient 
Funds."  There  was  not  a  word  more  of  explanation.  That  was  it. 

Yes.  we  do  have  work  to  do  on  our  social  security  system. 

We  have  to  deal  with  present  crises  while  foreseeing  futui-e  adjust- 
ments, many  of  them  of  major  magnitude. 

But  from  mv  own  analvsis  of  the  situation,  we  do  have  the  time  to 
make  those  adjustments.  And  we  can  preserve  the  essential  feature  of 
our  present  system  while  doing  so. 

With  matters  of  such  importance  to  discuss.  I  am  anxious  to  hear 
from  our  witnesses,  and  I  will  now  begin  this  hearing._ 

I  v.'-ant  to  acknowledge  before  I  move  to  the  first  witness.  Senator 
Clark  has  arrived. 
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Senator  Clabk.  I  have  a  statement  which  I  would  simply  like  to 
submit  for  the  record.  -     i    -,    ^     . 

Senator  Church.  Very  well.  Your  statement  will  be  included  at 
this  point  in  the  record,  and  we  do  thank  you. 

STATEMEHT  BY  SENATOR  DICK  CLAEK 

Senator  Clark.  I'd  like  to  first  express  my  appreciation  to  Senator 
Frank  C  hurch.  chairman  of  the  Senate  Special  Committee  on  Aging, 
for  calling  these  hearings  on  future  directions  in  social  security.  The 
Senate  Special  Committee  on  xigin^  has  been  investigating  a  number 
of  issues  concerning  the  social  security  system  for  some  time  now,  and 
this  week's  hearings  represent  a  continuation  of  this  past  effort.^ 

The  social  security  system  celebrates  its  40th  anniversary  during 
1975.  Such  an  event  might  usually  go  unnoticed.  But  that  will  not  be 
the  case  with  the  social  security  system  this  year  because  a  great  deal 
of  debate  lias  surfaced  over  the  financial  status  of  the  system  and  the 
level  of  benefits  it  provides.  The  result  of  that  debate  will  have  a 
crucial  eft'ect  on  the  lives  of  millions  of  Americans,  and  it  is  with  the 
gravest  concern  for  the  integrity  and  future  of  the  social  insurance 
program  that  all  of  us  are  participating  in  these  hearings  and  m  the 
debate  on  the  future  directions  of  social  security. 

Social  security  is  one  of  the  most  successful  programs  ever  enacted 
by  the  Congress.  It  benefits  virtually  every  member  of  the  society— 
d'epejidents,'  students,  young  workers,  the  disabled  and  older  citizens — 
and  that  l3enefit  measurably  improves  the  quality  of  life  for  millions 
of  Americans. 

The  social  security  program  is  not  a  "welfare"  program  designed  to 
eliminate  the  burden  of  poverty.  Workers  contribute  to  the  system,  and 
in  return  they  receive  benefits  as  an  earned  right. 

Social  security  pays  monthly  cash  benefits  to  over  30  million 
Americans,  and  over  21  million  aged  and  disabled  people  get  part  of 
their  medical  and  hospital  bills  paid  by  the  two-part  medicare  pro- 
gram. Social  security  is  a  disability  program  and  a  health  insurance 
prooram  combined,  and  it  provides  monthly  life  insurance  when  the 
familv's  breadwinner  dies.  To  pay  for  these  benefits,  there  is  a  financ- 
ing mechanism  through  payroll 'contributions.  Without  this  mecha- 
nism, the  ])enefits  v/ould  not  be  available. 

The  social  security  system  is  a  national  cooperative  program,  and  it 
has  allowed  millions  of  Americans  to  enjoy  a  productive  and  fulfilling 
life  without  the  fear  of  economic  disaster  in  times  of  need.  But  oyer 
the  years,  some  people  have  questioned  its  eifectiveness.  And,  the  in- 
flation and  recession  now  tearing  at  this  country  have  emphasized  both 
the  need  for  a  sound  social  security  system  and  the  need  to  correct  the 
shortcomings  of  the  present  svstem. 

Because  of  all  this,  I  introduced  S.  440— the  Social  Security  Reform 
Act— on  J;inuarv  28.. This  bill  is  a  comprehensive  reform  of  the  system. 
It  would  'provide  more  protection  for  younger  workers  and  their  de- 
pendents, more  protection  for  older  workers  and  it  would  afford  older 
citizens  the  income  and  health  security  that  they  need  and  deserve. 
The  bill  incorporates  a  series  of  provisions,  including  sorne  that  have 
been  introduced  in  Congress  and  discussed  before  committees  previ- 
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ously,  and  it  would  provide  a  new  financing  mechanism  for  social 
security  and  medicare. 

These  are  some  of  the  highlights  of  the  legislation : 

Establishment  of  an  independent  Social  Security  Administration. 

A  consumer  Price  Index  for  older  Americans. 

Semiannual  cost-of-living  benefit  increases. 

An  increase  of  SupiDlemental  Security  Income  payments  to  $2,400  a  year  for 
individuals,  and  $3,000  a  year  for  couples. 

Revision  of  the  definition  of  disability  to  include  occupational  disabilities. 

Unification  of  the  two-part  Medicare  program  and  elimination  of  the  $6.70 
monthly  premium  payment. 

Elimination  of  coinsurance  under  Medicare. 

Coverage  of  out-of -hospital  prescription  drugs. 

Establishment  of  a  Medicare  long-term  benefit  program. 

General  revenue  financing  for  improvements  in  Medicare  benefits  provided 
in  this  legislation. 

Increase  in  the  earnings  base  to  $18,000  in  1976,  $21,000  in  1977,  and  $24,000 

in  1978. 

This  legislation  was  designed  to  respond  to  the  nnmet  potential  and 
the  obvious  problems  associated  with  the  social  security  system.  And, 
it  was  designed  to  give  the  consumers — those  people  who  are  con- 
tributing to" the  system  through  payroll  taxes  and  those  vrho  receive 
iDenefits'from  social  securit}' — a  better  return  on  their  investment. 

For  too  many  years  older"  Americans  have  been  struggling  to  live  on 
meager  incomes"  and  suffer  the  consequences  of  inadequate  health 
coverage.  That  trend  must  be  turned  around. 

During  the  course  of  these  hearings,  we  will  hear  stories  about  the 
discouraging  long-run  financial  status  of  the  social  security  trust 
funds.  But  we  should  not  lose  sight  of  the  unresolved  needs  of  this 
country's  older  and  disabled  Americans.  So  with  this  in  mind,  I  look 
forward  to  this  session. 

Senator  Church.  I  would  like  to  include  at  this  point  in  the  record 
a  committee  staff  report  on  the  impact  of  inflation  upon  the  elderly, 
and  facsimiles  of  several  charts  prepared  for  these  hearings  with  the 
help  of  the  Library  of  Congress. 

[The  material  referred  to  follows :] 

Impact  of  Inflation  Upon  Older  Americans — Staff  Report  by  the 
Senate  Special  Committee  on  Aging 

From  December  1973  to  December  1974  the  Consumer  Price  Index  rose  by  12.2 
percent,  the  most  rampant  increase  in  over  a  quarter  of  a  century.  Contrary  to 
the  1973  experience  (when  the  increase  was  largely  concentrated  in  certain  areas, 
such  as  food  and  fuel),  the  1974  inflation  was  across-the-board. 

But  in  the  four  areas  where  the  elderly  have  their  greatest  expenditures — 
housing,  food,  medical  care,  and  transportation — the  rate  of  increases  exceeded 
the  rise  in  prices  for  all  other  items  in  the  Consumer  Price  Index  by  27  percent 
to  43  percent.  Housing,  food,  medical  care,  and  transportation  account  for 
about  SO  percent  of  the  Bureau  of  Labor  Statistics  Intermediate  Budget  for  a 
Retired  Couple. 

Percent  rise  in  consumer  price  index  items  {from  December  1973  to 

December  1974) 

Percent 

Food    12. 2 

Housing  '^   1 


Medical  care |--  ^ 

Transportation  l*^-  ^ 

All  other  items ^'  ^ 

1  Include  fuel  costs. 

The  following  tables  provide  additional  information  on  the  economic  squeeze 
in  which  so  many  elderly  persons  find  themselves  because  of  dramatic  increases 


813 

in  living  costs.  (The  5  percent  increase  in  Social  Security  increases  refers  to  the^ 
proposal  made  by  President  Ford  to  "freeze"  a  Social  Security  increase  due  in 
July.  The  8.7  percent  increase  in  Social  Security  refers  to  the  projected  increase 
likely  to  occur  under  terms  of  a  cost-of-living  adjustment  mechanism  as  mandated 
by  the  Congress ;  this  July  increase  would  be  the  first  automatic  increase  based 
upon  increases  in  the  cost  of  living. ) 

AVERAGE  MONTHLY  SOCIAL  SECURITY  BENEFITS 

Retired  Aged  Aged 

worker  couple  widov/ 

December  1974. $183  $312  $177 

5  percent  increase 193  329  187 

8.7  percent  Increase 200  341  194 

Social  Security  increases  lag  far  behind  price  rises 
October  1972  to  December  1974  :  ^  Percent 

Increase  in  consumer  price  index 23 

Increase  in  Social  Security  benefits 11 

October  1972  to  July  1975  : ' 

Projected  increase  in  consumer  price  index 29 

Increase  in  Social  Security  benefits  v?ith  5  percent  increase  in  July 

1975 ^17 

Increase  in  Social  Security  benefits  with  8.7  percent  increase  in  Julv 
1975 *  21 

1  Rounded  to  noarest  whole  percent. 

2  AfTsreyate  with  July  cost-of-living  increase  added  to  11  percent  Social  Security  raise 
in  1974. 

SUPPLEMENTAL  SECURITY  INCOME  STANDARDS  (MONTHLY) 

Aged  Aged 

individual!  couplet 

December  1974 $146.00  $219.00 

5  percent  increase i 153.30  230.00 

8.7  percent  increase 158.70  238.10 

1  Rounded  to  nearest  dime. 

POVERTY  LEVELS 

1974 

estimates, 

weighted 

basis 

Single  gged  person... j..... $2, 360 

2-person  family  with  head  aged  65  or  older 2,980 

BUREAU  OF  LABOR  STATISTICS  BUDGETS  (AUTUMN  1974  ESTIMATES) 

Retired  Retired 

individual  I  couple 

Lower  budget $3, 330  $4,  215 

Intermediate  budget 4,791  6,064 

Higher  budget 7,116  9,008 

1  Estimated  at  79  percent  of  couple's  budget. 

What  Elderly  Peesoks  Are  Saying^  About  Living  Costs  and  the  Proposed 

5  Percent  Freeze 

From  Philadelphia,  Pa. :  "I  am  77  years  of  age,  retired  by  compulsion  in  1966, 
without  any  pension. . .  It  gets  kind  of  sticky  sometimes  but  I  try.  I  am  very 

^  In  letters  received  by  Senator  Church  as  Chairman  of  the  Senate  Special  Committee 
on  Aging  within  the  past  few  weeks. 
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concerned  about  President  Ford  and  his  austerity  proarram.  He  has  put  a  restric- 
tion on  the  8.7  percent  Social  Security  rise  to  5  percent  during  tliis  year,  which 
-means  practically  nothing  commensurate  with  the  rising  prices.  Still  he  can  send 
Millions  of  dollars  overseas  to  other  countries.  It  doesn't  make  sense  to  me.  Even 
•animals  take  care  of  their  own  first." 

From  Flushing.  N.Y. :  "I  am  asking  you . . .  for  no  Social  Security  cut  in  our 

coming  increase.  This  increase  is  for  last  year,  not  even  this.  In  my  case  I  had 

to  retire  to  care  for  a  husband  who  had  a  stroke  nine  years  ago  and  was  getting 

no  better,  so  I  retired  in  May.  My  rent  went  up  twice  since,  plus  everything 

■else." 

From  San  Jose,  Calif. :  "The  senior  citizens . . .  know  that  it  (the  cost  of  living) 
has  gone  up  by  more  than  8.7  percent . . .  They  also  know  that  the  essential  foods 
"have  gone  up  over  35  percent  such  as  vegetables,  meats,  flour,  sugar,  milk,  and 
several  other  items . . .  Would  like  to  know  where  and  how  the  government  gets 
'8.7  figure." 

From.  Long  Island  City,  N.Y. :  "There  is  a  great  deal  of  fear  among  the  senior 
citizens  at  our  center  about  the  danger  of  Social  Security  continuing.  We  seem 
to  have  enough  problems  to  get  along  without  this  added  anguish." 

From  Wichita.  Kans.:  "Because  I  am  active  I  get  asked  to  help  a  lot.  Here  are 
some  of  the  problems  most  often  brought  up :  Too  many  are  retired  before  they 
want  to  be  withoiit  adequate  income.  Too  many  do  not  see  a  doctor  because  they 
'know'  it  will  be  more  expensive  than  they  can  afford.  Many  of  those  owning 
their  own  homes  cannot  keep  them  up  and  are  gypped  by  greedy  repair  people. 
Too  many  withdraw  from  community  activities  and  lose  touch.  The  congregate 
meals  here  are  helping  but  are  running  out  of  money." 

From  Richmond  Heights,  Mo.:  "She  (a  sister  with  a  net  income  of  $185 
monthly)  lives  in  her  own  hoTise.  which  needs  many  repairs,  and,  she  cannot 
eat  the  shingles.  In  January  1973  the  oil  to  heat  the  home  cost  17.3  cents  a  gallon. 
In  .January  1975  the  oil  to  heat  the  home  cost  34.5  cents  a  gallon.  The  same  in- 
cren«e  occurred  in  the  electric  and  telephone." 

From^  Chicago.  III. :  "We  have  not  been  able  to  reconcile  the  8.7  figure  in  any 
way  with  the  consumers  price  indcT.  This  is  causincr  us  some,  conf^ern  as  to 
whether  we  have  a  bonafide  cost-of-living  clause  in  the  Social  Security  law  or 
not." 

From  Qjirens  Villanr,  'N.Y.:  "T  am  89  years  old  and  ray  wife  is  87  yeai"s  old. 
T.  have  n  smnll  home  and  pay  taxes  on  it.  My  phone  bill  is  so  large:  it's  humanly 
Impossible  to  keen  up  with  my  electric  bill.  My  wife  is  a  crippled  person.  Humanly 
impossible  to  walk." 

CThe  letter  then  takes  issue  with  the  proposed  5  percent  freeze.) 
From.  Siarasota,  Fin.:  "If  he  (President  Ford)  can  justify  these  expenditures 
(aid  to  Cambodia  and  Vietnam  and  rebates  of  as  much  as  %200  in  tax  reliates). 
how  in  hell  can  he  justify  putting  a  ceiling  on  the  cost-of-living  increase  to  Social 
Security  recipients?" 

From.  Brownwood.  Trx.:  "If  the  economists  would  stop  to  consider:  the  more 
the  retired  person  receives,  the  more  money  there  will  be  in  circulation,  for  they 
need  so  many  things  and  anv  pension  or  anmiity  they  receive  will  be  spent." 

From  Cody.  Wiio. :  "President  Ford's  plan  to  put  a  ceiling  of  5  percent  on  S^^cial 
Security  is  shocking.  His  insensitivity  to  the  plight  of  people  on  fixed  incomes 
and  the  poor  is  appallinsr.  Recipients  on  Social  Security  have,  for  the  most  part 
of  their  lives,  supported  their  government  with  taxes,  paid  into  the  Social 
Seeurity  fund,  not  to  mention  State  and  local  taxes." 

From.  Cftrnenir.  Pa.:  ". . .  the  cost-of-living  has  been  so  high  that  any  increase 
was  go7ie  before  we  got  it . .  .  owv  pensions  are  so  eroded  that  all  we  can  do  is  buy 
the  least  expensive  food  we  can  find  and  wait  each  year  to  find  out  how  much 
•  our  rent  wns  going  up." 

From.  Sfififa  Ro.'ia.  Calif. :  "I  am  sure  you  will  not  be  a  party  to  ripping  off  the 
senior  eitizens  bv  lowering  the  scheduled  inerease  of  8  7  percent  in  Socinl  Se- 
curity. As  a  matter  of  fart,  to  compensate  fully  for  the  increase  in  living  we 
should  ask  for  an  increase." 

From  Ynonum.  Calif.:  "With  the  cost-of-living,  gas.  light,  water,  phone,  merli- 

caT  billo.  hospital,  in.surance,  rent,  what  are  people  to  do We  need  and  want  a 

raise  in  Social  Security." 

From,  f^ioney  Brook,  N.Y.:  "I  have  worked  all  my  life  to  support  myself  and  my 
family  (being  a  widow  for  30  years)  and  have  contributed  to  Social  Security  to 
make  sure  when  I  retire  T  will  have  adequate  Social  Security  to  live  on.  Never 
collected  unemployment.  Now  I  understand  we  are  to  get  an  8.7  percent  increase 
-cost-of-living  expense  and  instead  we  are  told  it  will  be  5  percent.  I  am  very 
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bitter  and  disturbed We  cannot  maintain  good  health  if  we  cannot  buy  food 

and  necessities." 

From  Pittsbuiffh,  Pa.:  "The  Government  should  be  ashamed  at  themselves 
fighting  over  what  to  do  about  Social  Security.  Trying  to  cut  it  down  is  like 
cutting  our  throats."' 

Frmn  Maywood,  III.:  "Inflation  is  stealing  from  my  lifetime  savings.  Unless 
inflation  is  abated  soon,  I  may  be  among  those  low-income  senior  citizens  on 
relief  during  1975-6.  I  believe  Congress  and  the  Senate  should  veto  the  Presi- 
dent's proposed  5  percent  limit  in  his  S.S.  program  and  enact  their  own  law 
with  payments  to  conform  to  the  cost-of-living  index,  as  means  of  arriving  at 
living  cost  adjustments." 

From  Tiicnon,  Ariz.:  "I  am  85  years  old.  I  paid  income  taxes  1920  to  1970 — 
Social  Security  taxes  1937  to  1970.  I  have  a  home  fiaid  -for  which  high  taxes  are 
abuut  to  take  from  under  me.  1  had  enough  money  saved  for  my  last  illness  and 
burial.  This  eaten  away  by  inflation.  Very  little  income  other  than  Social 
Security.  What  can  be  done  for  the  millions  like  me — we  also  helped  build  our 
wonderful  economy.  . . .  The  superstores  are  going  wild  since  February  1,  increas- 
ing some  20  percent." 

From  Erie,  Pa.:  "Rents  hereabouts,  even  the  slummiest,  are  so  high,  by  the 
time  they  are  paid,  three-fourths  of  one's  income  is  gone.  Social  Security  $92+ 
SSI  (Supplementary  Security  Income)  ^93=:.$1.S5  a  month.  That  my  only  and 
total  income.  (Oh,  yes.  $46  of  food  stamps  for  -$36.)  (Then,  they  are  going  up^ 
too. )  The  rents  .  .  .  well,  what  isn't.  Think  suicide  will  solve  all  problems." 

From  San  Dicr/o.  Calif.:  "We  have  been  disturbed  for  a  long  time  at  the  manner 
in  which  our  Government  always  seems  to  use  the  needs  of  the  elderly  and  the 
poor  as  the  tarrxets  of  l)udget  cuts.  Of  course,  this  is  the  easy  way,  as  they  have 
no  lobby  operating  for  us." 

From  Hollywood,  Fla.:  "I  am  past  84  years,  maintain  a  home,  work  in  yard, 
drive  to  do  errands,  put  in  one  to  three  days  as  Volunteer  in  nursing  home  since 
November  3  967.  Doing  okay.  But  please  help  our  needy." 

From  Sa7-<isota,  Fla.:  "My  rent  (I  live  in  a  mobile  home  park*  was  raised  .$20 
more  a  month  last  month.  We  buy  day  old  bread.  Milk  is  50  cents  a  quart.  A  6 
percent  inc-rease  in  our  Social  Security  would  come  to  $16  a  month.  The  rent 
increase  takes  more  than  that." 

From  Wihninffton,  Dth:  'We  cannot  afford  a  healthful  diet  and  if  we  get  sick 
we  can't  afford  a  doctor's  oflace  visit  and  medicine." 

CHART  I 

Price  Rises  Are  Especially  Severe  For  the  Elderly  -  -  - 

items  That  Take  Most  of  Their  Budgets  Are  Rising  at  Faster  Rates 


Percent  «(  Budgcl 
100 


All  Other 

Transportation 
Medical  Care 


Housing 


Percent  Rise  in  CPI  Items 
Dec.  1973  to  Dec.  1974 


13.7% 


13.3Y. 


12  2r,    W^    12.4''.    wm 

r— -I      '■"■■■■■^      ^-"^      ''■■■■ 


?.5''. 


Food 


Fooil     Ksusing  Mediul   Tiassii.      A',I 
Care         •        Oltief 


Intermediate    Intermediate        Lower 
Budget,  Budget,  Budget, 

Family  of  Four  Retired  Couple  Retired  Couple 

Source;    Bureau  ot  Labor  Statistics,  U.S.  Dept.  of  Labor,  Autumn  1973. 
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CHART  II 


SOCIAL  SECURITY  INCREASES  LAG 
FAR  BEHIND  PRICE  RISES* 


JULY  1975  p. 

Estimate  i 

I 
I 
I 
I 
I 


-1  29% 


DEC.  1974 


972 


V)i 


;.■ 


23% 


120.7% 


JULY  1975 


I  (8.7%  Increase) 


n5.5% 


DEC.  1974  r 


I 


{5%  Increase) 


■  \       s  \  /^      S  ■• 


rt'' 


I 


■S 


11% 


INCREASE 


Social  Security 
INCREASES 


*  Based  on  Consumer  Price  Index 
Source:   Bureau  of  Labor  Statistics 
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CHART  III 


AVERAGE  SOCIAL  SECURITY  BENEFITS 
DEC.  31, 1974,  AND  PROPOSED  CHANGES 
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Source:   Social  Security  Administration 
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CHART  IV 


SSI'  LEVEL  FALLS  FAR  SHORT  OF 
ADEQUACY  (AS  OF  DECEMBER  1974) 


$  PER  YEAR 
6,000  — 


5,000 
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iiiii 
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^;$2,528l 

^{$219  Per) 
||Month)| 

'^■;<::;:;:;>S;:::K:;;|;S 
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$2,930 
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INDIVIDUAL 


AGED 
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^Supplemental  Security  Income 

^Estimated  at  79%  of  couple's  budget 

^Estimated  as  of  December  1974  by  Bureau  of  Labor  Statistics 
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CHART  V 


MEDICAL  CHARGES  SOAR 


HOSPITAL  INSURANCE 

DEDUCTIBLE 

CO-INSURANCE 
HOSPITAL 

1st  -  60th  DAY 

51st  -  90th  DAY 

LIFETIME  RESERVE  DAYS 

NURSING  HOME/EXTENDED  CARE 

1st  -    20th  DAY 

21st-  100th  DAY 


MEDICAL  INSURANCE 
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CHART  YI 

MEDICAL  CARE  BILL  PER  AGED  PERSON  AND 
PROPORTIOM  COVERED  BY  MEDICARE,  FY  1965  - 1973 
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Senator  Church.  We  will  now  move  to  our  first  witness,  J.  W.  Van 
Gorkom,  president,  Trans  Union  Corp.,  and  Chairman  of  the  Advisory 
Council's  Subcommittee  on  Finance. 

STATEMENT  OF  J.  W.  VAN  GOEKOM,  PRESIDENT,  TP.ANS  UNION 
CORP.,  AND  CHAIRMAN  OF  THE  ADVISORY  COUNCIL'S  SUBCOM- 
MITTEE ON  FINANCE 

Mr.  Van  Gorkom.  Thank  you,  Senator.  The  entire  Council  worked 
very  diligently,  I  might  say,  for  about  9  months,  because  we  all  have  a 
deep  interest  in  the  future  of  social  security. 

We  recog-nize  that  90  percent  of  the  workers  are  covered  by  it,  and 
there  are  over  30  million  beneficiaries.  We  believe  the  system  has 
worked  well.  We  want  to  try  to  help  it  continue. 

I  am  speaking  today  on  behalf,  of  course,  of  W.  Allen  Wallis,  chair- 
man of  the  committee,  and  I  have  submitted  for  the  record  a  short 
statement  which  he  prepared.* 

Questions  were  sent  to  me,  which  apparently  the  committee  would 
like  me  to  address  myself  to,  some  of  the  questions  were  intended  for 
Mr.  Wallis,  and  in  his  place,  Mr.  Weber,  and  also  for  me,  and  I  am 
going  to  try  to  answer  all  of  them. 

Before  I  do,  however,  I  would  like  to  address  the  committee  on  a 
most  important  recommendation  of  the  Council  itself. 

Computing  the  Benefits 

It  is  probably  the  most  noncontroversial  recommendation  the 
Council  made,  and  the  Council  felt  it  was  the  most  important  recom- 
mendation that  it  made,  and  that  was  to  correct  tlie  basic  flaw  that 
presently  exists  in  the  method  of  computing  the  benefits.  I  would  like 
to  address  myself  to  that  first,  if  I  may,  and  may  I  use  the  blackboard, 
please  ? 

Senator  Church.  Yes,  please,  I  think  we  will  need  the  blackboard 
to  understand. 

Mr.  Van  Gorkom.  We  had  three  actuaries  and  two  economists  who 
advised  us,  and  the  Senate  Finance  Committee  also  hired  a  group  of 
outstanding  consultants  with  the  same  type  of  talent,  and  all  of  them, 
and  all  of  our  Council  agreed  that  this  flaw  should  be  corrected. 

Unfortunately,  it  happens  to  be  exceedingly  complex,  or  appears  to 
be  complex.  It  took  the  Council  2  months  to  understand  the  problem. 

While  I  assume  that  all  of  the  members  of  the  Committee  on  Aging 
are  quite  familiar  with  the  Social  Security  system,  I  want  to  be  sure 
that  we  all  start  with  the  same  background.  I  will  therefore  present 
some  basic  facts  to  start  with. 

The  tax  paid  by  workers  is  the  same  for  everybody,  but  the  benefi^ts 
are  not.  The  benefit  schedule  is  weighted  in  favor  of  the  low-paid  em- 
ployee, and  everybody  agrees  with  that  as  a  proper  social  objective. 

For  example,  the  tilting  is  very  heavy  at  one  end  of  the  scale.  The 
first  $110  of  average  montlily  earnings  receives  a  benefit  of  120  percent. 

The  next  $290  falls  all  the  way  down  to  44  percent,  and  thereafter, 
additional  amount  of  average  wages  go  all  the  way  down  to  20  percent, 


*See  appendix  2,  item  1,  p.  863. 
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so  you  can  easily  see  that  the  benefit  schedule  is  tilted  very  heavily 
in  favor  of  the  low-paid  employee. 

The  most  important  single  criterion  in  trying  to  determine  the  ef- 
ficiency, or  propriety,  of  a  wage-replacement  system  like  social 
security  is  what  is  called  the  replacement  ratio,  and  that  is  not  a  very 
complicated  thing. 

If,  just  before  a  person  retired,  he  had  earnings  of  $500  a  month, 
and  his  retirement  benefit  is  $300  a  month,  then  he  has  a  60-percent 
replacement  ratio.  That  replacement  ratio  is  very  important,  because 
it  tells  you  how  good  a  job  you  are  doing  in  replacing  this  man's  wages. 

Can  everybody  hear  me  ? 

Senator  Ciiuecii.  You  are  doing  fine. 

Mr.  Van  Gorkom.  The  ideal  system  would  have  Congress  determine 
just  what  is  an  adequate  replacement  ratio,  and  then  fix  it,  and  main- 
tain it  thereafter. 

The  trouble  with  the  present  system  is  that  Congress  does  not  have 
control  over  the  replacement  ratio,  because  it  fluctuates  both  up  and 
down,  as  wages  and  prices  move  in  relation  to  each  other,  and  the 
fluctuation  of  this  replacement  ratio  everybody  concedes  to  be  a  bad 
thing. 

Now,  in  looking  at  some  actual  examples,  as  3'ou  might  expect,  with 
the  kind  of  weighted  benefit  schedule  I  have  described,  the  replace- 
ment ratio  varies  between  high-paid  and  low-paid  workers,  and 
here  is  a  concrete  example. 

Replacemext  Eatio  Fluctuation 

A  man  who  has  worked  prett}^  much  at  the  minimum  wage  level, 
most  of  his  working  career,  will  have  a  replacement  rate  today  of 
approximately  62  percent,  and  the  high-paid  individual  will  have  a 
I'eplacement  ratio  of  about  32  percent. 

Now,  the  high-paid  individual  will  have  an  absolutely  higher 
amount  of  benefit,  but  it  will  be  lower  in  relation  to  his  wages. 

To  show  you  how  the  replacement  ratio  can  fluctuate,  let  us  take 
this  low-paid  individual,  who  has  a  62-percent  replacement  ratio,  as 
an  example.  Let  us  assume  that  wages  go  up  at  a  compounded  rate  of 
5  percent  over  a  period  of  time,  but  that  the  cost  of  living,  which  I  will 
call  COL,  cost  of  living,  goes  up  at  only  2  percent.  In  these  circum- 
stances, the  62-percent  replacement  ratio  will  gradually  fall  down  to 
about  44  percent.  If,  however,  the  cost  of  living  goes  up  at  4  percent, 
wages  staying  at  the  same  5-percent  rate  of  increase,  then  the  62-per- 
cent replacement  ratio  will  go  up  to  1.65  percent.  This  means  that  at 
retirement,  his  benefits  will  be  165  percent  of  what  he  was  actually 
making  at  the  time  he  retired. 

Now,  the  important  thing  is  not  whether  62  percent  is  the  proper 
ratio  or  not.  I  make  no  argument  either  in  favor  of  it  or  against  it.  The 
important  thing  is  that  under  the  present  system,  with  no  action  by 
Congress  at  all,  the  movement  of  wages  and  prices  can  cause  a  man's 
replacement  ratio  to  go  from  62  percent  down  to  44  percent  or  up  to 
165  percent. 

All  of  the  people  addressing  tliemselves  to  this  problem  feel  that  this 
situation  is  most  unfortunate.  A  wage  replacement  system  should  not 
function  in  this  way,  and  they  believe  it  should  be  changed. 
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Senator  Church.  May  I  ask  you 

]Mr.  Vax  Gorkom.  Please  do.  Interrupt  at  any  time. 

Senator  Church.  Is  there  any  justification  for  the  wage  replacement 
to  exceed  the  actual  earnings  of  a  retiree  ? 

Mv.  Vax  Gorkom.  Under  the  present  system,  there  is  a  rationale  for 
it,  and  that  is  this :  If  you  take  a  man's  working  history  today,  we 
compute  his  benefits  on  the  basis  of  his  actual  wages  after  1950.  We  are 
faced  with  the  fact  that  his  actual  earnings  back  in  the  1950's  and 
1960's  were  very  low  in  relation  to  wages  and  the  cost  of  living  today. 

I  think  you  can  rationalize  the  idea  of  having  replacement  ratio 
today  of  120  percent  of  the  lowest  part  of  the  wages,  otherwise  his 
benefit  would  be  too  low  in  relation  to  the  inflated  price  structure  of 
today  because  of  his  low  wages  back  in  the  1950's  and  1960's. 

Sen:itor  Church.  But  when  you  defined  replacement  ratio,  you 
spoke  of  it  in  terms  of  the  ratio  between  the  benefit  that  the  retiree 
would  receive,  as  compared  to  his 

Mr.  Vax  Gorkom.  Most  recent  wages. 

Senator  Church  [continuing].  Most  recent  wage,  and  I  can  see  a 
justification,  if  you  can  go  back  to  wages,  as  early  as  the  1950's,  crank 
in  the  inflationary  factor,  but  if  we  accept  your  definition  of  a  replace- 
ment, of  the  replacement  ratio,  as  related  to  his  most  recent  wage, 
would  there  be  any  justification,  or  rationale  for  permitting  a  benefit 
that  exceeded  100  percent  ? 

]Mr.  Vax  Gorkom.  No  ;  and  the  Council  definitely  decided,  as  a  mat- 
ter of  polic}',  that  in  a  proper  system  benefits  should  never  exceed  100 
peicent  of  the  wages  they  were  designed  to  replace,  and  that  was  one 
qf  their  basic  requirements  of  the  new  system. 

•  The  truth  is  that  if  a  man  todtiy  has  current  wages  of  $500,  they  are 
reasonable  in  relation  to  today's  cost  of  living,  but  his  actual  average 
wage  for  the  period  after  1950  might  be  only  $200,  because  wages  and 
prices  have  risen  so  rapidly  since  1950.  Therefore,  they  do  rationalize 
that  you  can  have  a  replacement  ratio  of  niore  than  100  percent  in 
today's  system,  but  not  in  the  proposed  system  that  I  will  describe 
now. 

Indexing  Wages 

One  of  the  questions  directed  to  me  had  to  do  with  the  concept  of 
indexing  wages,  and  I  can  discuss  that  at  the  same  time.  One  of  the 
elements  of  the  proposed  system  is  the  indexing  of  wages.  Instead  of 
taking  the  actual  wages  during  a  man's  life,  we  would  take  his  actual 
wages  in  each  year  after  1950  and  adjust  such  actual  wages  to  their 
1975  equivalent  by  the  use  of  an  index. 

That  means  that  if  he  made  $200  a  month  back  in  1951,  and  the 
average  wages  today  are  double  what  they  were  back  in  1951,  then  for 
this  year,  we  would  have  actually  credited  him  with  $400  in  computing 
his  benefits.  If  in  1960  he  made  $300,  but  average  wages  today  are  150 
percent  of  1960  wages,  then  we  would  credit  him  with  $450,  so  that 
his  average  wage,  on  the  basis  of  which  we  figure  his  benefits,  would 
no  longer  be  the  actual  wages  earned  during  that  period ;  they  would 
be  those  wages  indexed  up  to  the  year  before  his  retirement. 

That  has  some  other  collateral  benefits,  which  I  will  not  go  into  in 
great  detail,  except  to  say  that  it  would  produce  greater  equity  in  the 
amount  of  benefits  between  people  who  retire  at  different  times.  This 
has  been  fully  explained  in  the  Council's  report.* 


*See  appendix  3,  Item  3,  p.  S71. 
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Senator  Church.  Would  it  be  accurate  to  describe  that  indexing 
method  as  a  Avay  of  determining  the  beneficiary's  real  income  during 
this  earning  period  in  terms  of 

Mr.  Van  GoKKo:Nr.  I  would  have  to  say  no.  What  is  generally  re- 
ferred to  as  his  real  income  is  his  increase  in  wages,  reduced  by  the 
increase  in  the  cost  of  living.  Over  any  reasonable  period  of  time,  the 
cost  of  living  never  increases  as  fast  as  the  cost  of  the  increase  in  wages, 
so  the  indexing  I  have  described  would  produce  a  somewhat  higher 
result  than  what  is  generally  i-eferred  to  as  the  real  increase  in  wages. 

Over  a  20-year  period,  from  1950  to  1973,  or  so,  wages  did  go  up  an 
average  of  about  5  percent,  and  the  cost  of  living  went  up  about  3 
percent.  History  tells  us  that  wages  do  rise  faster  than  the  cost  of 
living,  but  only  over  a  reasonable  period  of  time ;  in  the  short  run  the 
reverse  can  l)e  true. 

Wage,  Price  Relationship 

Over  the  past  18  months,  this  relationship  of  wages  and  prices  has 
been  badly  distorted,  with  price  rises  actually  exceeding  wage  in- 
creases, but  that  is  not  normal,  and  when  you  are  examining  a  plan 
like  social  securitv,  vou  have  to  thinlc  in  very  long  terms.  However, 
right  now,  this  disturbed  relation  has  created  a  very  real  fmancing 
problem  for  the  system,  even  though  we  hope  it  is  of  short  duration. 
The  problem  is  that  we  don't  know  if  or  when  the  historical  relation- 
sliip  of  wages  and  prices  will  resume.  In  the  meantime,  the  automatic 
benefit  increases  have  resulted  in  an  excess  of  outgo  over  income. 

The  other  major  aspect  of  the  new  plan  will  be  a  new  and  different 
benefit  formula. 

Today,  we  liave  a  graduated  foiTiUila  with  seven  or  eight  steps, 
starting  at  120  percent  and  going  all  the  way  down  to  20  peivent. 

Naturally,  the  average  monthly  indexed  wage  is  going  to  bo  nnich 
higher  than  the  actual  average  wage.  Therefore,  the  benefit  i;itio  will 
ha\e  to  be  smaller.  It  should  also  be  siin|)ler  and  it  can  be  with  indexed 
wases.  There  is  no  one  benefit  formula  that  anybody  can  say  is  abso- 
Intely  correct.  i       •  i     i 

To  develop  the  new  formula,  Congress  will  have  to  work  with  the 
Social  Security  Administration,  consulting  actuaries  and  anybody  else 
that  can  ])rovi"de  a  useful  input.  I  would  have  to  say  it  would  probably 
take  G  months  to  a  year  to  develop  a  formula  acce[)table  to  all.  Here  is 
an  example  of  the  kind  of  formula  we  are  talking  about :  On  the  first 
$123  of  averaire  indexed  wages,  we  Avould  pi-ovide  a  benefit  of  100  per- 
cent. This  is  in  keeping  with  the  thought  you  expressed  before,  that 
we  do  not  want  to  go  over  100  percent.  There  is  no  need  to  do  that  if 
you  index  wages. 

For  all  average  indexed  waces  above  $123  we  would  have  a  flat  bene- 
fit rate  of,  sav.  31  percent.  It  niust  be  iioted  that  the  $123  figure  would 
rise  each  year  in  accord  with  the  rise  in  average  covered  wages. 

This  is  a  much  more  simple  formula.  I  want  to  stress  that  this  for- 
mula can  be  so  arranged  that  it  will  approximate  the  benefits  that  are 
given  under  today's  plan  if  that  is  desired.  Furthermore,  the  two 
systems  can  be  meshed  together  during  an  implementation  period,  so 
tiiat  no  one  ever  sutlers  a  reduction  of  his  benefit  as  you  gradual!}-  shift 
over  to  the  new  system. 
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Furthermore,  I  would  emphasize  that  the  concept  here  is  to  freeze 
or  stabilize  tlie  repUicement  ratio.  That  does  not  mean  you  are  going  to 
freeze  his  benefits. 

After  his  retirement,  a  worker's  benefits  will  continue  to  go  up  with 
the  cost  of  living,  but  replacement  ratios  will  be  stabilized  and  that  is 
all  that  is  really  sought  here. 

Again,  I  would  emphasize  to  the  Council,  and  in  Mr.  Wallis'  state- 
ment* to  you,  he  emphasizes  that  the  Council  thinks  this  is  the  most 
single  and  important  recommendation  that  it  made.  It  will  improve 
the  entire  system,  and  it  will  probably  help  alleviate  some  of  its  long- 
term  financing  problems. 

You  cannot  be  positive  that  the  new  system  will  save  money.  How- 
ever, on  any  reasona1)le  assumption  as  to  what  the  long-term  increase 
in  wages  and  cost  of  living  will  be,  it  will  prevent  benefits  from  reach- 
ing levels  such  as  165  percent  in  the  future. 

Senator  Church.  While  you  are  at  the  blackboard,  will  you  explain 
the  flaw,  and  the  effect  it  has  in  creating  a  double  dip  in  respect  to 
cost-of-living  adjustments? 

CosT-or-LiviNG  Adjustment 

Mr.  Yax  Gokkom.  I  tliink  I  can.  As  long  as  wages  rise  about  4  per- 
cent and  prices  rise  about  2  percent,  you  will  have  stable  replacement 
ratios  under  today's  system. 

The  problem  arises  when  this  relationship  changes,  and  of  course  we 
are  much  less  confident  today  than  we  used  to  be  about  maintaining 
that  kind  of  relationship  over  a  long  period  of  time. 

Under  the  present  law,  when  the  cost  of  living  goes  up,  the  benefits 
go  up,  but  the  benefits  go  up  by  raising  the  entire  benefit  schedule.  For 
example,  if  the  cost-of-living  goes  up  8  percent  in  July  the  entire 
benefit  schedule  will  be  raised  by  8  percent. 

Now,  that  means  that  all  of  the  people  who  are  now  retired  will  get 
benefits  that  are  8  percent  higher,  but  it  also  means  that  everyone  who 
is  e:oing  to  retire  in  the  future  will  also  get  this  higher  benefit  schedule. 

At  the  same  time,  we  know  that  wages  almost  invariably  rise  oven 
faster  than  prices.  People  who  are  still  working  will  benefit  from  tlie 
wage  rises  because  their  average  monthly  earning  will  increase  and 
this  increases  their  be]iefits.  When  they  retire,  they  will  get  both  the 
higher  benefit  due  to  the  increase  in  average  monthly  earnings  and 
also  the  increase  due  to  the  higher  benefit  schedule. 

That  means  that  the  workers  who  are  still  working  get  their  benefit- 
ratio  increase  coupled  with  their  wage  increase,  and  that  is  what  they 
mean  by  a  coupled  system.  The  only  way  to  correct  this  is  to  decouple 
the  system. 

To  decouple  the  system,  you  provide  that  while  you  are  working, 
benefits  shall  go  up  solely  on  the  basis  of  increase  in  wages,  and  after 
you  have  retired  benefits  shall  go  up  only  on  the  basis  of  the  cost  of 
living.  That  is  what  the  new  system  proposes.  The  formula  would  not 
change  with  the  cost  of  living,  as  it  does  today;  each  retiree's  benefit 
would  be  increased  directly  by  the  rise  in  th6  cost  of  living. 

If  you  do  that,  then  you' will  have  decoupled  the  system  and  you  will 
have  stabilized  the  re]:)lacement  ratio.  You  will  have  created  a  system 

*See  appendix  2,  item  1,  p.  8G3. 
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that  will  produce  costs  that  are  commensurate  with  the  benefits  you 
are  trying  to  provide. 

Senator  Church.  Now,  this  decoupling  formula,  that  can  be  enacted 
into  law  at  any  time,  that  does  not  require  further  study? 

Mr.  Van  Gorkom.  The  precise  formula  will  depend  on  the  goals  of 
Congress  and  the  date  of  its  implementation.  I  can  only  stress  that  a 
great  deal  of  time  and  thought  will  probably  be  required  to  develop  it. 

This  $123,  for  example,  will  depend  upon  whether  you  implement 
it  January  1,  1976,  or  1977,  or  1978. 

Incidentally,  that  minimum  amount  of  $123  on  which  you  were 
going  to  pay  100  percent,  that  will  rise  every  year  with  average 
wages. 

That  is  an  important  element  of  the  total  plan.  Today,  you  know, 
the  maximum  amount  of  wages  that  is  subject  to  tax  keeps  going  up 
every  year  in  accordance  with  the  increase  in  the  average  wage. 

Arethere  any  further  questions  about  cost  of  living? 

Senator  Fong.  When  you  give  the  cost-of-living,  say  8.7  percent, 
where  will  you  get  that  money? 

]Mr.  Vax  Gorkom.  I  would  like  to  ask  you  to  hold  that  question  a 
minute.  Senator  Fong,  as  I  am  going  to  come  to  the  question  of  deficits 
in  a  moment.  In  fact,  that  is  the  next  question. 

Is  there  anything  else  with  regard  to  the  mechanics  of  decoupling  ? 

Financing  the  Program 

I  have  a  question  addressed  to  Mr.  Weber,  the  vice  chairman  of 
the  council.  He  cannot  be  here,  so  I  will  try  to  answer  it.  It  says 
"Council  members  unanimously  endorse  the  fundamental  fact  that 
earnings-related  benefits  of  the  social  security  program  should  remain 
the  Nation's  primary  means  of  providing  funds.  Please  give  the  major 
reasons  for  this  declaration,  et  cetera." 

I  think  what  is  really  being  asked  here  is  how  are  we  going  to  finance 
the  program,  and  there  was  considerable  amount  of  debate  on  this 
poi]it  among  the  members  of  the  council. 

The  majority  of  the  council  believes  that  the  present  method  of 
financing  the  system,  by  taxes  on  wages,  should  be  maintained.  The 
minority  believes  that  general  revenues  should  be  introduced  into  the 
system,  I  am  now  going  to  address  myself  to  the  argiunent  for  the 
majority,  that  the  funding  of  social  security  benefits,  including  any 
proposed  increases,  should  be  financed  on  the  basis  of  continuing  taxes 
on  wages,  and  without  the  introduction  of  general  revenues. 

I  would  like  to  say  at  the  beginning  that  the  majority  is  not  at  all 
insensitive  to  the  problems  of  some  social  security  beneficiaries  who 
receive  an  insufficient  benefit  and  have  no  other  means  of  support.  We 
recognize  that  as  a  problem,  but  believe  that  the  solution  of  it  lies  in 
another  direction.  Let  me  try  to  develop  this  in  a  little  more  orderly 
fashion.  When  social  sccurit^y  was  established,  it  was  never  intended 
that  it  would  be  the  sole  support,  or  could  be  the  sole  support,  of  people 
after  they  retire.  ",  .,  rv    ,>.,  ,i 

The  basic  concept  was  a  three-tiered  system.  The  first  part  would 
be  social  security,  and  there  are  several  characteristics  of  social  secu- 
rity that  I  think  need  to  be  emphasized.  First,  fropi  the  very  beginning 
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the  plan  has  been  contributory  with  the  emplo^'ee  paying  taxes  while 
he  is  working. 

Second,  the  taxes  paid  are  based  on  the  amount  of  wages  earned. 

Third,  his  benefits  are  geared  directly  to  those  wages  so  that  the 
benefits  and  the  wages  have  a  relationship. 

It  is  not  a  perfect  relationship  because  in  order  to  attain  certain 
social  goals,  concessions  and  compromises  have  been  made,  such  as  the 
weighted-benefit  schedule. 

We  do  not  have  a  straight  line  benefit  schedule;  we  liave  one 
weighted  in  favor  of  the  low  paid  for  obvious  reasons,  but  there  is  still 
a  direct  relationship  between  wages  and  benefits. 

Fourth,  there  has  never  been  a  needs  test  in  social  security,  meaning 
tliat  no  one  has  to  prove  poverty  to  obtain  his  benefits.  Social  security 
]:)enefits  are  paid  as  a  matter  of  right,  and  I  think  everybody  agrees 
this  is  a  proper  objective.  A  worker  pays  taxes  while  he  is  working, 
and,  therefore,  he  is  entitled  to  social  security  benefits  at  retirement  or 
disability,  and  that  is  a  fundamental  part  of  the  whole  social  security 
system. 

Private  Retirement  Eesources 

The  second  part  of  the  three-tiered  system  is  private  resources.  This 
includes  the  niore  obvious  ones,  such  as  savings  that  people  accumulate 
over  their  lives  and  which  are  invested  in  stocks  and  bonds,  et  cetera. 
It  also  includes  private  pensions,  which  are  constantly  growing  in  im- 
portance and  getting  bigger.  Under  recent  legislation  of  Congress,  pri- 
vate pensions  will  become  an  even  more  important  part  of  the  wage 
re]-)lacement  structui'e  of  this  country. 

Private  resources  are  very  impoi-tant  to  this  country,  because  they 
perform  the  largest  part  of  the  capital  formation  function  and  capital 
formation  in  this  country  is  at  this  point  a  major  concern  of  business- 
men and  the  country  in  general.  Capital  fuels  the  economy  of  the 
United  States,  and,  tlierefore,  the  maintaining  of  private  resources, 
and  a  need  for  an  incentive  to  accumulate  jDrivate  resources,  are  very 
impoitant  to  the  economic  health  and  growth  of  the  country. 

It  was  also  recognized  from  the  beginning  that  even  with  social 
security  and  ]->rivate  resources,  there  would  still  be  people  who  would 
not  have  what  society  figured  as  an  adequate  amount  to  sustain  them- 
selves, so  there  was  a  third  tiei-  to  the  program  which  consisted  of  what 
I  will  call  needs  programs.  They  come  in  many  forms,  but  liasically 
they  are  programs  which  provide  money  to  people  who  do  not  have 
enough  in  social  security,  or  from  private  resources,  but  who  can 
demonstrate  a  need.  These  programs  are  funded  from  general  revenues 
and  should  be  so  funded. 

The  most  j^erfect  exam])le  of  a  needs  program  today,  I  suppose,  is 
the  SSI  program,  the  supplemental  security  income  program,  which 
we  think  is  an  excellent  illustration  of  the  third  tier. 

The  social  security  program  we  feel  has  been  successful  because, 
since  it  has  been  contributory,  and  its  benefits  are  wage  related,  the 
employee,  the  man  who  pa^-s  the  taxes,  feels  a  responsibility  for  the 
system.  He  feels  he  is  paying  for  it,  supporting  it.  He  knows  that  if 
benefits  go  up  too  high,  he  will  have  to  pay  an  increase  in  taxes,  so  he 
accepts  a  responsibility  for  the  system. 
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Today,  of  course,  with  rises  in  the  cost  of  living-  being  out  of 
bahmce'with  increases  in  wages,  the  tax  burden  is  becoming  a  real 
problem  for  the  people  at  the  low  end  of  the  wage  scale. 

The  total  social  security  tax  including  medicare  is  just  imder  6 
percent.  We  have  recommended  the  OASDI  tax  be  increased,  because 
of  the  deficit  problem,  which  I  will  discuss  in  a  moment.  We  realize 
that  this  will  impact  heayily  on  the  man  who  is  at  the  low  end  of  the 
economic  scale. 

We  also  know  that  there  are  some  people  who  need  more  benefit  help, 
too.  There  are  some  people  who  do  not  get  enough  out  of  the  first  two 
tiers,  and  this  has  prompted  the  request  for  general  revenues  to  be 
infused  in  the  social  security  program. 

Use  or  Gexekal  Revenue  Fuxds  Opposed 

The  majority  of  the  Council  opposed  the  infusion  of  general  reve- 
nues into  the  social  security  system.  Basically,  the  majority  believe  that 
the  basic  characteristics  of  the  plan  will  beVhanged,  and  changed  un- 
favorably, if  you  introduce  general  revenue.  It  will  diminish  the  rela- 
tionship "between  taxes  paid  by  the  worker  and  the  benefits  he  receives. 
This  will  reduce  his  sense  of  responsibility  for  the  system. 

There  is  also  the  fact  that  if  general  revenues  are  employed,  benefits 
will  then  become  a  part  of  the  total  budget  making  procedures.  When 
tlie  pressure  is  on  to  reduce  the  budget,  there  is  always  the  danger  they 
will  reduce  social  security  benefits. 

Probably  the  most  important  way  in  which  use  of  general  revenues 
would  change  the  character  of  the  system,  is  that  it  would  ultimately 
lead  to  a  needs  test.  In  other  words,  eventually  the  benefits  would  not 
be  paid  as  a  matter  of  right ;  they  would  be  paid  only  if  a  need  could 
be  shown. 

The  people  who  want  to  use  general  revenues  are  insistent  that  no 
needs  test  be  introduced  in  social  security,  but  in  my  opinion  you 
cannot  employ  general  revenues  in  any  program  without  having  a 
needs  test,  and  I  shall  try  to  demonstrate  that. 

What  is  the  real  pressure  today  for  using  general  revenues  in  social 
security?  It  arises  from  the  fact  that  some  beneficiaries  still  receive 
inadequate  benefits. 

Let  us  assume  that  this  square  represents  all  of  the  beneficiaries, 
some  31  million  today. 

We  Ivuow  there  are  some  people  in  this  group  who  are  not  receiving 
a  sufficient  amount  of  money  to  support  themselves.  I  do  not  want  to 
aet  into  a  debate  of  how  much  that  is.  so  let  us  assume  it  is  a?  dollars. 
There  are  in  this  total  group  of  beneficiaries,  then,  a  number  of  people 
wlio  are  cetring  less  than  x  dollars. 

To  help  these  people  we  have  three  choices  if  we  put  in  general  rev- 
enues. First,  we  can  increase  the  total  benefit  schedule,  so  as  to  help 
all  of  the  31  million  beneficiaries.  This  would  help  those  who  receive 
less  than  x  dollars  per  month,  but  we  will  also  be  paying  more  to 
everyone  else,  and  a  lot  of  the  beneficiaries  do  have  enough  social  se- 
curity. They  already  receive  x  dollars  or  more  in  benefits.  To  help  the 
small  number  who  have  less  than  x  dollars,  you  will  be  raising  the 
benefits  of  all  who  have  more  than  x  dollars.  This  means  a  very  high 


51-906—75- 


828 

cost  and  I  do  not  believe  proponents  of  general  revenues  would  ask  to 
have  the  total  benefit  schedule  increased. 

More  likely,  they  will  try  a  second  alternative.  They  will  propose 
a  minimum  benefit  of  x  dollars,  and  that,  at  first  blush,  seems  like  a 
good  solution. 

The  problem  is  that  there  are  a  lot  of  people  who  are  getting  less 
than  X  dollars,  but  who  have  private  resources  in  the  form  dividends 
or  interest  or  private  pensions.  Many  people  work  only  sporadically, 
because  they  have  independent  incomes. 

Even  more  important,  there  is  a  large  number  of  people  who  receive 
less  than  x  dollars  from  social  security,  but  who  have  worked  a  large 
part  of  their  lives  in  noncovered  employment  and  are  receiving  an- 
other pension.  For  example,  take  a  person  who  has  worked  30  years 
for  the  Government  and  then,  in  the  last  10  years  of  his  working  years 
he  leaves  the  Government  and  takes  a  job  covered  by  social  security.  In 
this  employment  he  earns  benefits,  most  of  which  are  at  the  120  percent 
level  intended  for  low-paid  workers.  In  my  example,  it  is  paid  to  a 
high-paid  worker  who  has  worked  only  a  short  time. 

Tpie  "Windfall"  Problem 

Let  me  digress  for  a  moment  and  say  the  council  spent  a  lot  of  time 
on  this  problem,  the  windfall  problem,  which  I  have  just  described. 
There  is  today  a  minimum  social  security  benefit,  and  we  know  that 
a  lot  of  people  are  receiving  that  minimum  benefit  who  also  have 
private  pensions,  primarily  pensions  from  the  Government.  I  do  not 
refer  only  to  the  Federal  Government;  I  mean  the  State  and  local 
governments  as  well,  because  their  employees  are  the  largest  group 
outside  social  security  coverage. 

In  fact,  so  prevalent  is  this  concept  of  working  for  a  while  under 
a  plan  that  is  not  under  social  security,  and  then  leaving  it  to  earn 
the  minimum  social  security  benefit,  that  in  some  instances,  wliole  fire 
departments  and  police  departments  are  opting  out  of  social  security, 
so  they  can  take  advantage  of  this  "windfall"  possibility. 

A  studv  a  few  7/ears  ago  indicated  that  some  40  percent  of  all  Fed- 
eral employees  who  had  pensions  were  also  getting  social  security 
benefits. 

What  I  am  stressing  is  that  you  cannot  say  because  a  man  has  a 
social  security  benefit  of  less  than  x  dollars,  that  social  security  is  his 
total  income. 

He  may  have  other  sources,  therefore,  you  come  down  to  the  point 
if  you  want  to  help  the  people  who  really  need  help,  you  have  to  put 
it  on  a  needs  test.  You  have  to  require  that  they  establish  that  they 
have  less  than  x  dollars. 

Senator  Church.  Accepting  your  arafimient.  because  T  think  it  is 
very  persuasive,  why  does  not  it  follow  that  if  financino-  out  of  general 
revenues  will  lead  to  a  needs  test,  as  indeed  it  does  in  the  case  of  the 
SSI  program,  which  is  financed  out  of  general  revenues,  then  does  not 
it  also  follow  that  your  recommendation  to  finance  medicare  out 
of  general  revenues  will  also  lead  to  the  establishment  of  a  needs  test 
in  the  medicare  program  ? 

Mr,  Van  Gor^om.  Yes,  I  tliink  it  does,  and  what  I  find  most  puz- 
zling is  that  some  people  oppose  general  revenues  for  medicare  because 
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it  will  lead  to  a  needs  test,  but  they  demand  general  revenues  for 
O  VSDI  and  insist  that  there  be  no  needs  test. 

Today  social  security  has  no  needs  test,  because  it  can  he  persuasive- 
ly argueci  that  the  people  who  receive  social  security  benefits  have  paid 
for  them  and  have  earned  them.  . 

But  tlie  minute  you  introduce  general  revenues,  you  are  asking 
people  to  provide  benefits  that  the  recipients  have  not  paid  for.  There- 
fore taxpayers  will  say :  "I  will  help  you  if  you  need  it,  biit  I  will  not 
help  you  if  it  merely  increases  money  you  already  J)ave.  If  a  needs 
test  is  introduced  in  social  security,  then  the  concept  and  philosophy 
that  underlies  the  whole  program,  and  which  has  sustained  it  tor  40 

years,  will  be  lost.  to 

Senator  Cjiuech.  Is  not  that  also  true  of  medicare^ 
Mr.  Van  Gokkom.  Well,  no,  I  think  medicare  is  ditlerent,  and  i 
might  just  as  well  try  to  explain  that,  because  the  same  question  was 
asked  me  about  medicare.  .  ,      aa- 

First,  however,  I  want  to  make  a  couple  of  preliminary  remarks.  We 
did  take  up  the  question  of  medicare  at  the  end  of  our  meetings  because 
the  OASDJ  program  was  so  complicated  that  it  took  most  of  our 
time.  However,  that  does  not  mean  that  we  gave  a  short  shrift  to 
medicare,  or  that  we  did  not  consider  the  problem  in  sufficient  depth. 

Financing  Medicare 

Second,  I  want  to  make  it  very  clear  that  we  did  not  vote  to  fund 
medicare  from  general  revenues  in  order  to  solve  a  financial  problem 
of  the  OASDI.^It  so  happens  that  if  medicare  is  financed  by  general 
revenues,  it  will  free  up  some  money  now  being  paid  under  tlie  social 
security  tax  on  wages,  but  that  was  not  the  primary  principle.  "We 
did  it  because  we  could  not  see  any  logical  reason  for  using  a  tax  on 
uages  to  fund  a  health  plan. 

The  retirement  and  disability  parts  of  social  security  are  wa^e- 
rolated,  wage-replacement  plans.  There  is  a  very  sound  reason  tor 
financing  them  by  a  tax  on  wages,  because  the  benefits  are  geared  to 
waues.  The  benefits  of  medicare  are  not  related  to  wages  in  any  way. 

The  otdy  similarity  between  medicare  and  social  security  is  that 
they  are  both  geared  to  hel]nng  people  who  arc  in  their  later  years,  but 
they  are  two  entirely  different  plans. 

Financing  medicare  from  general  revenues  is  not  a  novel  idea.  IVhen 
medicare  was  first  introduced  in  Congress,  there  wsis  considerable 
debate  in  Congress  as  to  how  it  should  be  financed.  Some  Congressmen 
weie  in  favorof  financing  it  from  general  revenues,  and  other  people 
Avanted  to  finance  it  by  a  tax  on  wages. 

John  Byrnes,  who  was  on  the  Council,  was  in  the  Congiess  at  the 
time  he  tells  us  the  issue  was  compromised  eventually  by  taxing  wages 
to  fund  part  A  of  medicare  while  a  portion  of  part  B  is  financed  from 
general  revenues. 

There  is  another  important  factor  that  influenced  the  Council  in 
its  recommendation.  It  is  generally  agreed  that  very  soon  w^e  are  going 
to  have  some  kind  of  a  national  health  insurance  plan  which  will 
cover  everybody.  If  that  happens,  and  I  think  it  is  only  a  matter 
of  time  until  it  wall,  then  the  medicare  program  v/ill  probably  be  taken 
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out  of  social  secnrit}'  and  put  into  that  total  plan,  and  I  would  not 
assume  tliat  the  national  plan  Aviil  be  financed  by  a  tax  on  wages. 

I  cannot  say,,  of  course,  that  a  tax  on  wages  is  any  worse  tlmn  a  Fed- 
eral sales  tax,  or  something  like  that.  I  can  only  say  that  there  is  no 
sounder  reason  for  taxing  wages  to  support  the  medicare  plan  than 
tliere  is  for  using  geiieral  revenue. 

Senator  Chukcii.  Except  for  this— and  I  got  back  to  it  again — ex- 
cept for  3'our  argument  that  if  medicare  is  financed  out  of  general 
revenues,  it  will  lead  eventually  to  a  means  t^st. 

I  believe  the  concept  of  medicare — maybe  the  reason  that  this  was 
worked  out,  was  that  this  care  should  be  provided  the  elderly  also 
as  a  matter  of  riglit,  based  upon  the  contribution  that  they  made 
during  their  Tvorking  years,  and  that  they  are  entitled  to  that  medical 
care  in  their  retirement  years  would  be  as  definite,  as  fixed,  as  tliey 
have  an  entitlement  to  benefits  under  the  social  security  system. 

A  ]Meaxs  Test  fgk  ]SIedicake 

The  only  real  concern  I  have  with  your  recommendation,  is  that  I 
also  feel  if  we  move  away  from  that,  and  begin  to  finance  medicare 
out  of  general  revenues,  we  will  end  up  with  a  means  test,  and  all  of 
tlie  difficulty  that  entails. 

INTr.  Vax  Gokkom.  Senator,  would  you  agree  if  a  national  health  plan 
of  broad  scope  is  developed,  it  would  naturally  encompass  what  we 
now  call  medicare  ? 

Senator  CiitiRCH.  I  think  it  would.  I  hope  that  we  do  not  dilute  the 
medicare  program  in  order  to  get  a  national  program.  There  are 
serious  gaps  now  and  the  greatest  need  for  it. 

I  agree,  that  if  we  go  to  a  national  health  program,  medicare  will  be 
a  part  of  it. 

Mr.  Vax  GorvKOM.  Reasonable  people  can  differ  on  tliis.  The  Council 
majority  felt  if  the  benefits  Avere  not  wage  related,  it  should  be  financed 
by  general  revenue. 

Senator  Foxg.  Will  you  give  us  the  thinking  on  wliether  the  cost- 
of-livintr  allowance  which  has  now  been  given,  is  wage  relate<l? 

Mr.  Vax  Gorkom.  The  cost  of  living,  Avell,  it  is  in  this  sense.  What 
they  call  the  primary  insurance  amount  is  always  based  on  wages, 
and  when  the  cost  of  living  rises,  the  total  benefits  structure  is  in- 
creased with  the  cost  of  living.  Since  that  benefits  schedule  is  always 
applied  to  the  average  monthly  earnings,  the  increase  is  still  wage 
related. 

This  is  not  a  fxond  way  to  do  it.  Senator.  What  we  want  to  do  is, 
of  course,  haA'o  the  piinmry  insurance  amount  based  entirely  on  your 
earnings,  until  you  retire,  and  then  after  you  retire,  shift  over  to 
having  the  cost  of  living  applied  to  your  benefits  to  maintain  your 
purchasing  power. 

Senartu-  Foxo.  After  you  retire,  then  you  have  been  paid  for  the 
cost-of-living  allowance,  liave  you? 

Mr.  Vax  Gokicom.  Well,  that  is  why  I  think  we  have  to  go  back  to 
figure  out  what  is  happening  here.  If  the  cost  of  livinof  rose  equally, 
it  would  rise  during  the  period  in  which  you  are  paying  taxes,  and 
it  would  also  rise  after  vou  retire. 
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There  is  not  perfect  equalit}^  in  tliese  systems,  because  the  cost  of 
living  may  go  up  very  slowly  while  I  am  paying  taxes,  and  it  may  go 
up  faster  after  I  retire,  and,  therefore,  I  may  get  a  disproportionate 
additional  benefit,  so  it  is  not  a  perfect  relation.  It  is  close  enough, 
however,  so  that  there  is  a  recognition  at  this  point  on  behalf  of  the 
worker,  that  there  is  a  relationship  between  his  average  monthl}'  earn- 
ings, and  the  benefit  he  will  get,  including  cost  of  living  increases ; 
but  you  are  correct,  it  is  not  absolute  by  any  means.  If  you  start 
introducing  Federal  revenues,  you  further  distort  this  relationship 
and  you  will  lose  sight  of  it  altogether. 

The  Needs  Progkam 

Senator  Foxg.  But  if  you  took  the  cost  of  living  out,  and  tried  to 
put  in  a  needs  program,  you  might  get  a  better  relationship  in  the 
percentages. 

Mr,  Van  Gorkom.  Yes ;  except  that  if  you  do  that,  you  see,  if  you 
take  general  revenues  to  pay  the  cost-of-living  increase  to  everybody, 
it  will  be  a  very  substantial  amount  of  money,  and  you  will  be  lielp- 
ing  a  lot  of  people  who  do  not  really  need  it,  but  that  has  been 
suggested. 

it  has  also  been  suggested  that  Federal  revenues  be  used  only  for 
the  disparity  in  the  benefit  schedule;  to  fund  the  difference  betAveen 
the  44  percent  and  the  120  percent.  This  would  represent,  you  might 
say,  the  social  goal. 

Senator  Foxo.  What  is  tlie  thinking  of  the  Commission  on  the  needs 
program,  how  do  3'ou  handle  it,  you  have  social  security,  you  have 
private  pensions,  and  now  the  needs  program. 

Mr.  Vax  Gorkom.  We  tliink  that  is  a  very  important  part.  We  think 
all  three  of  tliese  are  important. 

We  think  the  first,  social  security,  has  worked  very  "svelL  "we  think 
the  second  is  also  very  important  because  from  it  comes  the  largest 
part  of  capital  formation,  and  we  know  that  the  third  is  important, 
because  tliere  are  some  people  who  do  not  get  enough  from  the  first 
two.  We  do  Avant  to  help  those  persons,  but  we  want  to  help  only 
those  who  need  it,  and,  therefore,  we  think  if  Federal  general  revenues 
are  to  be  used,  we  will  need  a  needs  test,  and  that  is  probably  true  of 
health  care  too.  Ikit  the  general  revenue  help  should  be  kept  outside  of 
social  security,  because  it  permits  you  to  solve  this  problem  of  the 
people  who  do  not  have  enough  to  live  oru 

There  is  no  need  to  use  general  revenues  within  the  social  security 
s^'stem.  If  a  needs  program  is  required  then  it  should  be  added  oiitside 
the  system,  like  the  SSI  system.  It  can  then  be  funded /with  .general 
revenues.  '"^'^-  ■'■; '  V/'"' 

For  example,  one  of  the  things  that  the  Council  considered  was 
raising  the  maximum  covered  wage.  Today  the  social  security  tax 
only  applies  to  the  first  $14,000  of  wages.  That  amount  goes  up  every 
year  with  average  covered  wages. 

If  3'ou  receive  wages  above  that,  you  do  not  pay  any  social  security 
tax  on  the  excess.  We  thought  for  a  while  that  we  might  i-elieve  the 
deficit  problem  by  increasing  this  maximum  to  $24,000.  Othei'S  have 
proposed  $28,000. 
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Such  ail:  increiise  would  bring  in  more  taxes  while  the  additional 
benefits  paid  would, be  very  small  in  the  beginning.  As  a  result,  it 
would  help  solve  the  deficit,  .       . 

If,  however,,  vou  raise  the  limit  to  $24,000,  and  start  puffing  a  tax 
on  that  amount^  yoii  are  going  ,tp.  be  infringing  on  the  second  tier  of 
the  total  prograin,  namely,  private  resources.  Money  which  would 
otherwise  be  saved  by  earners  will  be  paid  iiito  social  security  and  dis- 
tributed to  people  who  will  spend  it  immediately.  We  actually  voted 
for  that  idea  at  one  time,  but  at  the  next  meeting,  we  disavowed  it. 
The  Council  believed  that  those  who  received  earnings  bf  $24,000 
would  be  inclined  to  save  a  portion  of  the  amount  over  $14,000  and 
taxing  the  exc-css  ^\-ould  reduce  the  amount  of  that  saving.  The  Coun- 
cil waiits  to  maintain  all  three  parts  of  the  system  aiid  raising  the  limit 
would  jeopardize  the  second  part,  private  resources. 

I  would  like  to  talk  just  a  little  bit  about  the  deficit  itself,  because 
one  of  the. questions  given  to  me  was:  "Recent  newspaper  accounts 
have  indicated*  that  the  old  age  and  survivors  trust  fund  may  be  ex- 
hausted by  1081.  This  has  caused  concern  for  many  social  security 
beneficiaries.  In  your  judgment,  do  people  drawing  benefits  or  in  the 
future  need  to  be  concerned  about  receiving  social  security  checks?" 

Weil,  the  deficit  that  social  security  faces  is  not  really  a  single  deficit. 
It  is  really  two  deficits,  and  they  arise  from  different  causes.  I  would 
like  to  talk  about  that  very  briefly. 

We  have  a  short-terin  deficit  and  a  long-term  deficit.  The  short- 
term  is  the  most  serious,  but  I  shall  begin  with  the  long-term  deficit. 

The  Long-Term  Deficit 

The  long-tei-m  deficit  is  demographic  in  origin.  This  means  that  its 
cause  is  rooted  in  basic  changes  in  population.  From  the  blackboard 
you  can  see  tliat  the  birth  rate  rose  sharply  from  194.5  to  a  peak  in 
1957.  It  came  down  slowly  and  recently  it  has  plunged  below  the  re- 
placement rate.  It  is  expected  to  remain  below  the  replacement  rate 
for  some  years  and  then  rise  back  to  the  replacement  rate. 

This  means  that  we  had  a  lot  of  people  born  in  this  area  here  from 
1945  to  1970,  and  when  you  get  out  over  here  to  the  year  2005,  these 
war-babies  ijeople  start  l>ecomino:  beneficiaries  of  social  security.  From 
that  point  the  number  of  beneficiaries  rises  rapidly.  From  the  year  2005 
to  the  year  2030,  you  have  more  and  more  beneficiaries  drawing  benefits, 
but  because  you  have  a  low  birth  rate  from  1970  onward,  j^ou  have 
fewer  people,  relatively,  paying  taxes. 

Today  you  have  30  beneficiaries  for  every  100  workers.  "^^Hien  you 
get  to  2030,  you  will  have  45  beneficiaries  for  CA^ery  100  workers,  and 
what  that  means  is  that  the  taxes  to  be  paid  by  these  100  workers 
will  be  a  lot  higher  in  2030  than  it  was  in  1975.  That  is  where  the  deficit 
comes  in,  and  that  is  why  to  finance  the  deficit,  the  tax  Avill  have  to  go 
up.  The  argument  is  made  that  if  the  birth  rate  is  so  low  these  people 
in  2030  can  afford  to  pay  more  to  support  them,  because  they  will  have 
fewer  children  to  support. 

It  is  very  difficult  to  forecast  birth  rates,  because  they  are  influenced 
by  so  many  ])sychological  factors.  No  one  can  be  sure  of  the  popula- 
tion composition  in  2005.  On  the  other  hand  the  long-term  deficit  is 
now  double  that  and  it  may  go  even  higher. 
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This  is  assuming  that  wages  and  prices  do  not  get  too  far  out  pf  line. 

Senator  Fong.  If  the  number., ^f  beneficiaries  is  1  to  /S;, is  .that 
sufficient?  ,.         ,  ;  .,-■  •     .   .  .^^• 

Mr.  Van  Gorkojvj:.  That  is  where  we  are  today.  ..^  IS  f 

Senator  Fong.  That  is  where  you  are  today.  Is  the  money  coming 
in  now  sufficient  to  pay  for  the  people  who  are  taking  benefits  ? 

Mr.  Van  Gorelom.  It  is  not  sufficient  right  now,  but  that  is  for  an- 
other reason,  and  I  will  now  talk  about  the  short-term  deficit,  which 
I  think  answers  that  question.  ,,    j , . 

Senator  Fong.  In  the  long  "run,  will  that  be  sufficient,  if  yoi}.  have 
three  workers ?  ■  ..  .  •>  ,,  : 

.  .Mr.;  Van  GoRKOM.  If  wages  rose  at  the  rate  of  4  or  5  p.erc^it,  and 
the  cost  of  living  only  went  up  about  2  percent,  tlien  you.  could  handle 
that  without  a  oreat  deal  of  trouble.  ,■',',<'  -. •....„> , 

Senator  Fong.  At 3  to  1  ?  -    :.,./,,;.".    ." 

Mr.  Van  GoRKOM.  At  3  to  1. 

Increase  Retirement  Age? 

Now,  that  is  my  understanding.  I  am  not  an  actuary.  I  might  add 
that  because  of  this  disparity  in  the  number  of  wage  earners,  and  the 
number  of  beneficiaries,  the  Council  did  recommend  that  at  some  time 
in  the  future,  the  Congress  consider  increasing  the  retirement  age 
from  say  65  to  68.  We  received  a  tremendous  amount  of  criticism 
about  tliat. 

Senator  Fong.  I  already  have  gotten  a  lot  of  letters  on  that  one, 
and  the  reason  is  all  of  the  pressure  is  the  other  way. 

Mr.  Van  Gorkom.  Today,  the  number  of  people  in  the  labor  force 
is  groAving  as  the  "war  babies"  come  of  ago.  Today,  everybody  wants 
to  retire  earlier,  not  later.  People  cannot  seem  to  envision  what  will 
happen  after  2005,  when  the  labor  force  is  not  rising  and  the  number 
of  beneficiaries  is  eoing  up.  By  that  time  we  will  also  have  30  years 
of  increases  in  health  care,  longevity,  and  so  forth.  Certainly  one  way 
to  keep  the  tax  at  a  more  reasonable  level,  would  be  to  ask  people  to 
Avork  until  68  rather  than  65.  We  opened  a  hornet's  nest  with  that 
suggestion,  but  the  concept  is  still  very  sound. 

If  the  number  of  beneficiaries  rises  dramatically  in  relation  to  the 
number  of  workers,  you  may  have  to  increase  the  retirement  age. 

Senator  Fong.  Those  that  have  not  retired  at  65,  but  will  get  their 
retirement  at  72,  are  saying  they  are  paying  $4  billion  a  year  to  take 
care  of  those  who  have  retired.  What  is  the  answer  to  that? 

Mr,  Van  Gorkom.  I  don't  know. 

Senator  Fong.  Those  that  have  not  retired  at  65,  they  say  they  are 
contributing  $4  billion  a  year  to  take  care  of  those  on  retirement,  and 
they  say  for  every  year  they  continue  to  work,  they  only  get  1  percent, 
where  they  should  get  1214  percent  actuarily. 

Mr.  Van  Gorkom.  That  is  another  problem,  and  that  is  the  retire- 
ment test,  and  we  did  make  one  adjustment  to  it.  It  is  an  extremely 
com]>licated  problem.  I  will  be  glad  to  talk  about  it.  If  you  continue 
to  work  after  75,  and  you  make  more  than  $2,520,  you  lose  $1  in  bene- 
fits for  every  $2  you  make  above  that  amount.  Those  who  work  beyond 
65  complain  constantly  about  this  "penalty." 
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The  proper  answer,  iDut  not  an  acceptable  one  in  todays  world,  is 
that  the  social  securitj'  system  is  intended  to  replace  wages  that  are 
lost.  If  a  man  can  continue  to  work  after  he  is  65,  he  really  has  not 
lost  his  wage  earnability,  and,  therefore,  he  should  not  get  the  benefits. 

Unfortunately  that  argument  has  been  compromised,  because  the 
system  does  pay  benefits  to  somebodj^  who  could  work  after  65,  but 
does  not  choose  to.  So  it  is  not  strictly  a  case  of  actually  being  unable 
to  work,  but  just  not  working.  The  principle  was  further  compromised 
by  permitting  persons  of  72  or  over  to  make  unlimited  amounts  with- 
out loss  of  benefits. 

The  Council  did  recommend  that  this  rule  be  modestly  changed, 
so  that  for  every  $3  earned,  only  $1  is  lost.  That  reduces  the  penalty, 
but  what  your  friend  says  is  true,  he  still  pays  a  substantial  penalty 
if  he  earns  above  $2,520. 

On  the  other  hand,  he  is  not  correct  when  he  says  that  all  he  gets 
is  a  1-percent  increase  in  benefits.  There  are  two  other  benefits  that 
can  be  gained  by  working  after  age  65.  First,  you  can  also  increase 
your  basic  benefits  by  increasing  your  average  earnings.  You  do  this 
by  dropping  off  one  of  your  earlier  earning  years  and  substituting  one 
after  65  in  which  you  earned  a  higher  amount.  If  after  65,  you  earned 
S7,000  a  year,  and  back  in  1951  you  only  earned  $3,000,  you  can  sub- 
stitute the  $7,000  for  the  $3,000  and  that  will  increase  your  basic 
benefits. 

Second,  some  people  are  actually  able  to  qualify  for  the  first  time 
under  social  security  by  working  after  they  attain  age  65.  Benefits 
earned  by  work  after  65  are  definitely  greater  than  commonly  be- 
lieved, but  of  course  they  do  not  apply 'to^many  persons  that  do  work 
after  65. 

One  of  the  most  serious  problems  is  that  to  eliminate  the  earnings 
test  entirely  would  cost  a  substantial  amount  of  money,  about  $6 
billion  per  year,  if  my  memory  is  correct.  That  is  the  largest  deter- 
rent to  eliminating  it,  and  why  we  did  not  recommend  complete 
elimination. 

Now,  on  this  question  of  short-term  deficits — 

Senator  Foxg.  Was  any  recommendation  made  to  increase  the  1 
percent  annual  increment  in  benefits  for  those  who  delay  retirement 
until  after  65? 

Mr.  Va:j  Gorkom.  Xo.  It  was  recognized,  of  course,  that  the  1  per- 
cent was  inadequate  as  an  actuarial  amount. 

On  the  other  hand,  we  do  not  have  any  way  to  quantify  these  other 
benefits  that  can  be  gained  by  working  after  65  and  the  one  that  per- 
mits you  to  drop  off  an  earlier  year  and  substitute  one  after  65,  is  a 
valuable  benefit  for  some  people. 

The  Short-Term  Deficit 

Xow  let  us  discuss  the  short-term  deficit.  It  arises  from  different 
causes.  In  1972,  Congress  enacted  the  automatic  benefit  increase, 
which  provided  that  whenever  the  cost  of  living  went  up,  the  benefits 
would  2-0  up.  At  the  time  they  did  that,  wage  increases  had  been 
averaging  about  5  percent,  and  price  increases,  or  cost  of  living,  had 
been  going  up  about  2%  percent. 

Ba^ed  on  these  figures.  Congress  figured,  they  could  increase  the 
benefits  on  the  basis  of  the  cost-of-living  rises  without  increasing  the 
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social  security  tax.  Since  wages  could  be  expected  to  increase  at  a 
o-reatcr  I'ate  than  the  cost  of  living  the  additional  taxes  produced J)y 
die  wage  increases  woidd  be  enough  to  pay  for  the  liigher  benefits. 
That  iciea  was  sound  so  long  as  the  4  percent-2  percent  or  5  percent- 
3  percent  relationship  continued  between  wages  and  prices.  However, 
;is  soon  as  this  relationship  became  distorted,  the  principle  no  longer 
Ijeld.  That  is  exactly  wliat  happened.  Tiie  cost  of  living  went  up_  12 
percent,  and  wages  went  up  about  7  or  8  percent.  The  cost  of  living 
actually  went  up  faster  than  wages  for  a  short  period  and  this  pro- 
duced a  l3ig  dfain  on  the  system. 

So  while  the  concept  was  sound  when  it  was  introduced,  it  was 
Ijased  on  the  continuation  of  this  wage-price  relationship,  and  if  this 
I'elationship  is  no  longer  valid,  then  it  means  that  you  are  going  to  be 
faced  with  constantly  increasing  taxes,  because  the  amount  of  taxes 
needed  to  pay  for  cost-of-living  increases  will  not  be  forthcoming. 

I  would  emphasize  that  we  do  not  expect  prices  to  outrun  wages. 
That  is  a  temporary  phenomenon.  Plowever,  it  is  not  just  enough  for 
wiiges  to  increase  faster  than  prices.  They  must  increase  faster  by  a 
substantial  amount  to  avoid  increases  in  the  social  security  tax.  It 
is  not  just  enough  to  maintain  the  historical  difference  of  about  2  per- 
cent, if  the  cost  of  living  goes  up  10  percent,  and  wages  go  up  12 
l^ei-cent.  you  would  still  have  wages  going  up  faster  than  the  cost  of 
living,  but  the  system  would  be  in  serious  trouble.  There  would  have 
to  be  substantial  increases  in  taxes  to  maintain  the  benefit  structure 
at  that  point. 

Wages  will  have  to  go  up  about  70  percent  to  100  percent  faster 
than  the  cost  of  living  if  the  concept  of  Congress  is  to  be  viable.  If 
that  relationship  is  not  soon  restored,  then  you  cannot  increase  bene- 
fits by  the  increase  in  the  cost  of  living  without  raising  the  Social 
Security  lax.  If  you  do  not  raise  taxes  the  fund  will  eventually  run 
out. 

The  Social  Security  "Fund" 

AMien  I  talk  about  the  "fund.''  I  am  talking  about  the  approxi- 
mately $45  billion  that  Social  Security  has  on  hand. 

This  is  not  a  fund  in  the  actuarial  sense.  Social  Security  is  not 
fvuided  like  a  private  insurance  plan  and  the  $46  billion  that  Social 
Security  has  is  just  a  sort  of  emergency  fund  to  permit  payment  of 
benefits  even  when  outgo  exceeds  income. 

This  $46  billion  that  Social  Security  has  at  this  time  is  about 
enough  to  pay  about  two-thirds  of  1  year's  benefits.  Because  inflation 
is  so  high  in  relation  to  the  increase  in  Avages,  the  fund  is  falling  as 
money  goes  out  faster  than  it  is  coming  in.  At  the  same  time  the 
amount  of  1  year's  benefits  keeps  going  up  all  the  time.  The  social 
secui'ity  fund  thei-efoi'e.  is  constantly  going  down  not  only  a])Solutely 
but  also  in  relation  to  1  year's  benefits.  It  is  estimated  that  by  the 
year  1980  or  1981,  as  they  estimate  the  trend,  there  will  be  no  money 
left  in  the  fund. 

In  regard  to  the  original  question  that  was  submitted  to  me,  I  can 
say  that  tliere  is  no  danger  in  the  next  2  or  ll  years  that  anybody  will 
miss  his  social  security  payment.  There  is  enough  money  in  here  now 
to  make  all  of  those  payments,  even  if  this  disparity  between  income 
and  outgo  continues  for  a  while. 

51-906—75 5 
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Tliero  is  a  daiiii'ei'.  of  course,  that  tJic  wa^'o  eanioi'  will  become  very 
concerned  over  the  future  of  social  security  by  the  fact  that  the  fund 
continues  to  go  down,  and  particularly  because  it  continues  to  go 
doun  in  relation  to  1  year's  benefits. 

The  last  Social  Security  Councib  our  predecessor  of  4  years  ago, 
said  that  this  fund  should  tend  to  be  about  100  percent  of  1  j'ear's 
outgo.  There  is  no  magic  about  that  100  percent,  I  would  have  to  sa5^ 
with  all  due  respect  to  our  predecessors,  that  the  system  could  op- 
erate efficiently  with  something  less,  but  it  does  not  seem  wise  to  re- 
duce it  much  below  50  percent  of  1  year's  benefits  or  it  will  not  be 
able  to  protect  the  system  in  times  of  stress. 

1  think  that  the  amount  in  the  fund  should  be  large  enough  so  that 
there  will  be  reasonable  protection  against  fairly  prolonged  reces- 
sions, such  as  we  are  having  now.  How  big  it  needs  to  be.  it  seems  to 
me,  is  a  question  on  which  people  could  reasonably  differ. 

Senator  Fong.  Are  we  Jiot  eating  into  that  fund  by  $7  billion  a 
year'^ 

?-Ir.  Vax  Gorko:\[.  Not  right  now,  no. 

I  think  the  fund  itself  will  go  down  only  about  $3  or  $4  billion  this 
year.  However,  the  amount  of  one  year's  outgo  is  going  up  hj  $3  or  $4 
billion  this  year,  so  that  the  disparity  between  the  amount  in  the  fund 
and  1  year's  outgo  is  going  up  at  the  rate  of  about  $7  or  $8  billion. 

Senator  Fong.  If  the  cost-of-living  allowance  is  10  percent,  and  the 
outlay  is  ^70  billion,  is  not  $7  billion  more  eaten  into  the  fund? 

]Mr.  Vax  Gorkoji.  Well,  if  the  cost  of  living  were  10  percent,  I  can- 
not sa}^  what  the  deficit  would  be,  but  it  woukl  certainly  be  more  than 
$3  or  $4  billion.  How  much  more,  I  don't  know.  Senator. 

Senator  Foxg.  It  had  been  10  or  11  percent. 

Mr.  Vax  GoKKO]\r.  Yes,  but  you  would  have  to  tell  me  what  the  wage 
increases  were  too.  If  inflation  is  10  percent,  then  the  wage  increases 
are  going  to  be  very  high,  and  as  the  wages  go  up,  more  taxes  come  in, 
so  3^ou  cannot  work  Avith  only  one  side  of  the  equation.  Certainly  if 
nothing  is  done,  if  no  tax  increase  is  enacted,  and  we  stay  where  we 
are,  and  the  forecast  of  rates  of  inflation  do  occur,  and  the  wage  in- 
crease forecasts  do  occur,  the  fund  will  run  out  of  money  by  about 
1980  or  1981.  The  answer  is  that  there  is  no  immediate  danger  in 
the  next  couple  of  years,  but  there  is  danger  that  if  nothing  is  done 
over  the  next  4  or  i>  years,  and  the  present  trends  continue,  then  the 
system  will  run  out  of  money.  Of  course.  Congress  always  has  the 
right  to  enact  whatever  legislation  it  wishes  in  order  to  maintain  these 
payments,  and  T  Icnow  Congress  feels  a  strong  sense  of  responsibility 
for  the  program.  So  when  people  ask,  I  say  there  is  no  danger  of  losing- 
benefits,  but  you  will  have  to  pay  higher  taxes,  or  something  else  will 
liave  to  be  done  if  this  continues  for  any  period.  We  inust  face  the  fact 
that  tlie  whole  automatic  benefit  system,  enacted  in  1972  by  Congress, 
v/as  predicated  on  a  relationship  between  wages  and  prices  about 
which  we  can  no  longer  feel  very  confident. 

Nobody  can  tell  you  with  confidence  what  will  happen  to  wages  and 
prices  in  the  next  20  years,  but  it  begins  to  appear  that  there  are 
grounds  for  believing,  that  this  long-term  relationship  between  wages 
and  prices  may  be  seriously  disrupted  on  a  long-term  basis.  If  it  is, 
then  there  will  have  to  be  increases  in  taxes,  or  else 
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Senator  Foxg.  If  tlie  increase  in  taxes  does  take  place,  will  it  take 
away  from  the  private  pensions  ? 

Mr.  Van  Gokkom.  Yes,  to  the  extent  that  many  private  pensions  are 
geared  to  social  security.  When  social  security  goes  up,  private  pen- 
sions go  doAvn. 

Senator  CuTJECir.  Senator  Percy,  did  you  want  to  make  a  statement  ? 

STATEMSE^T  BY  SENATOE  CHAEIES  H.  PERCY 

Senator  Percy.  Yes,  I  would  like  to,  and  I  think  it  might  give  Mr. 
Van  Gorkom  a  chance  to  rest  for  a  moment. 

Mr.  Chairman,  first  I  would  like  to  welcome,  a  little  late,  Mr.  Van 
Gorkom,  a  verj'  valued  constituent  of  mine,  and  a  man  who  I  was 
proud  to  work  with  within  industrj^,  and  looked  upon  as  one  of  the 
finest  and  most  enlightened  businessmen  in  America.  I  am  just  de- 
lighted he  has  seen  fit  to  take  on  this  added  responsibilit}-  as  he  has 
throughout  his  corporate  life,  whenever  asked. 

]Mr.  Chairman,  I  appreciate  having  the  opportunity  to  participate 
in  these  hearings  on  future  directions  in  social  security.  They  will 
serve  as  a  timely  public  review  of  the  projections  and  recommenda- 
tions of  the  Social  Security  Trustees'  1974  report,  the  report  of  the 
Panel  on  Social  Security  Financing  appointed  by  the  Senate  Finance 
Committee  and  the  report  of  the  Advisory  Council  on  Social  Security. 
Most  important,  they  will  serve  to  heighten  pul^lic  awareness  of  the 
exact  nature  of  the  financial  problems  facing  the  social  securit}^  sys- 
tem and  of  the  alternative  means  of  dealing  with  them. 

I  am  pleased  that  the  first  witness  to  appear  before  this  committee 
is  my  friend,  J.  W.  Van  Gorkom,  of  Lake  Forest,  111.,  who  chaired  the 
Advisoiv  (^ouncil's  Subcommittee  on  Finance. 

The  Subcommittee's  report  is  both  comprehensive  and  of  invaluable 
assistance  to  the  Congress  in  adopting  improvements  in  the_  social 
security  system.  The  Subcommittee  had  a  short  period  of  time  in 
which  io  complete  this  difficult  work,  and  I  commend  Mr.  Van  Gorkom 
and  the  other  Subcommittee  members. 

I  have  been  aghast  at  the  verbal  battle  Avaged  during  the  last  few 
months  over  the  financial  soundness  of  the  social  security  system.  Now 
(hat  tAvo  panels  of  experts  haA'e  confirmed  the  projection  of  financial 
l)roblems  made  by  the  OASDI  Board  of  Trustees' in  its  107-1  report, 
liopef  ully  Ave  can  rise  aboA'e  the  din  and  Avork  together  to  bring  ordei- 
I  o  this  system. 

It  is  as  fiscally  irresponsible  and  cruel  to  the  elderly  to  ignore  reality 
and  leave  these  problems  to  future  genci-ations  as  it  is  to  declai'e  that 
the  system  will  soon  collapse  and  do  nothing  to  prevent  it. 

The  social  security  system  will  not  collapse.  Future  generations 
Avill  not  deny  earned  benefits  to  the  retired.  HoAvever.  it  is  evident 
that  the  system  cannot  continue  to  be  self  supporting  under  the  present 
contribution  and  benefit  formulas.  The  immediate  gap  betAveen  income 
and  outgo  is  small  compared  Avith  the  deficit  projected  for  the  tAventy- 
first  century.  "We  must  aA^oid  the  temptation  to  deal  Avith  the  short- 
term  problem  with  stop -gap  measures  and  leave  long-term  solutions 
to  those  Avho  Avill  be  responsible  for  the  system  at  that  time.  To  do  so 
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could    not    help    but    result    in    serious    economic    dislocations    and 
hardship. 

Fair  axd  Sound  Program 

Two  main  factors  nnist  be  taken  into  consideration  in  redesigning 
the  social  security  system.  Its  economic  impact  must  be  fair  and  man- 
ageable for  employers  and  workers  on  the  one  hand  and  fair  and 
adequate  for  retirees  on  the  other.  It  must  also  be  financially  sound 
o\er  the  long  term,  so  that  neither  a  massive  infusion  of  funds  nor  a 
reduction  inbenefits  is  ever  necessary.  If  we  take  corrective  action 
now,  I  believe  it  is  possible  to  meet  both  these  goals. 

The  Social  Security  Advisory  Council  estimates  that  by  1978  thy 
balance  in  the  trust  fund  will  "be  under  35  percent  and  that  this  is 
about  the  minimum  balance  necessary  to  fund  current  obligations.  By 
1980,  tax  receipts  will  once  again  approximate  expenditures.  After 
1980.  costs  are  projected  to  rise  dramatically,  and  by  the  year  2030 
would  necessitate  a  payroll  tax  of  17.6  percent  to  fund  them.  These 
are  very  close  to  the  estimates  provided  in  the  1974  Trustee's  Eeport. 
Th.e  Panel  on  Social  Security  Financing  appointed^  by  the  Senate 
Finance  Committee  projects  a  similar  short-term  deficit,  but  estimates 
that  costs  will  reach  23.3  percent  of  taxable  payroll  by  the  year  2030. 

The  difference  in  estimates  stems  from  the  different  economic  and 
demographic  assumptions  used  by  each  panel.  The  Advisory  Council 
estimates  an  average  increase  of  5  percent  in  wages,  and  3  percent  in 
the  Consumer  Pric^  Index  over  the  next  75  years,  and  an  increase  in 
the  fertility  rate — the  average  nu.mber  of  children  bom  to  a  woman 
during  her  lifetime — from  1.9  to  2.1  beginning  in  1985. 

These  are  essentially  the  estimates  used  by  the  Trustees.  The  Finance 
Committee's  Panel  assumed  an  average  increase  of  6  percent  in  wajjes 
and  4  percent  in  the  Consumer  Price  Index  and  a  dip  in  the  fertility 
rate  through  1990,  with  the  2.1-percent  rate  not  being  reached  until 
the  year  2025. 

dliviously.  relatively  small  differences  in  economic  and  demographic 
assumptions  lead  to  significant  variations  in  estimating  the  long-term 
financial  soundness  of  the  social  security  system.  In  adopting  correc- 
tive measures,  it  is  important  to  keep  the  lack  of  long-term  predicta- 
l)ility  of  these  vital  factors  in  mind.  For  example,  it  may  be  reasonable 
to  presume  an  even  greater  degree  of  labor  force  participation  in  the 
next  centurj^  then  did  either  the  Finance  Committee  Panel  or  the 
A^dvisory  Council.  As  there  are  fewer  and  fewer  workers  relative  to 
consumers,  unemployment  will  drop  and  a  greater  number  of  women 
and  potential  retirees  will  join  or  remain  in  the  work  force. 

I  believe  the  most  sensible  course  at  this  time  is  for  the  Congj-ess  to 
enact  those  changes  in  the  social  security  system  which  will  assure  its 
enduring  effectiveness.  Adoption  of  some  of  the  Advisory  Councirs 
recommendations,  as  well  as  other  proposals  I  intend  to  make,  could 
stabilize  the  system's  financial  base  through  the  remainder  of  this 
century.  By  1990  we  will  know  for  certain  the  ratio  between  workers 
:ind  retirees  during  the  first  half  of  the  21st  century,  the  most  im- 
portant variable  in  today's  cost  projections,  and  will  be  able  to  plan 
ahead  accordingly.  This,  of  course,  assumes  that  there  will  be  no 
changes  in  the  present  system  which  significantly  increase  benefits 
relative  to  payroll  taxes. 

First,  and  I  believe  most  important,  is  the  reconnnendation  msule 


by  botli  the  Social  Security  Advisory  Council  and  the  Panel  on  Social 
Security  P^inancing  to  decouple  social  security  benefit  levels.  Under 
iiie  present  systeui,  a  worker  who  retires  20  years  from  now  will  re- 
ceive a  social  security  benefit  which  will  directly  reflect  not  only  tlie 
compounded  20-year  increase  in  the  CPI  but  all  wage  increases  re- 
ceived during  the  period. 

EsTnrATEi)  I.oxo-Ter'm  Deficit 

For  a  worker  retiring  in  the  year  2050,  this  could  resuh  iu  a  iiioiuhly 
social  security  benefit  GO  percent  higher  than  the  worker's  a^-erage  pre- 
retirement wage.  Coui3led  M'ith  a  wife's  or  husband's  benefit,  the  re- 
tired couple's  benefit  ^^ould  be  nearly  150  percent  higher  than  the 
worker's  average  preretirement  wage.  While  this  problem  is  not  criti- 
cal to  the  financial  integrity  of  the  system  today,  it  plays  a  major 
part  in  the  estimated  long-term  deficit.  Decoupling  the  system  by  bas- 
ing retirement  benefits  on  a  worker's  average  monthlv  w\age,  increased, 
or  "indexed,"  to  reflect  average  wage  increases  for  all  workers  during 
that  period,  and  providing  cost-of-living  increases  only  after  retire- 
ment, Avill  correct  this  ])i'()b]em.  Tb.e  Advisory  Council  estimates  that 
tliis  change  alone  will  rcnluce  tlie  estimated  average  long-term  deficit 
by  nearly  one-third. 

Second,  in  line  with  insuring  that  benefits  bear  a  reasonable  rela- 
tionship to  preretirement  earnings,  total  benefits  should  not  exceed 
the  purchasing  power  of  preretirement  earnings.  A  maxinunn  replace- 
ment ratio  of  80  to  85  percent  of  average  "indexed"  preretirement 
earniiigs  would  be  both  fair  and  adequate. 

Although  thcFc  changes  would  result  in  a  cost  savings  under  the 
eeononiic  assumptions  used  by  both  the  Ad\'isory  Council  and  the 
Finance  Committee^  Fnnel.  it  is  important  to  note  that  they  could  in-^ 
crease  costs  if  real  wages  increase  at  n  higher  rate  than  projc^cted. 
'I'he  importance  of  these  changes  rests  in  the  fact  that  they  will  bring 
the  revenues  and  costs  of  the  system  closer  in  line,  whatever  tl^e  long-' 
iovv,\  relationship  op  wages  to  prices  tnrn-^  out  to  be. 

Third,  I  believe  the  automatic  eligibility  of  wives  to  a  "dependent's"' 
beu'.Mit  equal  to  hall'  their  Imshand's  l)en(Wit  shouhl  be  phased  out  and 
(hal  this  benefit  be  paid  only  whei-e  actual  dependency  exists.  This 
automatic  eligibility  Avas  enacted  on  the  ])resutnption  that  wIa'Cs  are 
almost  invariably  dependent  on  their  husbands  for  moi-e  than  half 
their  income.  More  and  more  Avomen  are  noAv  collecting  social  security 
and  other  pension  benefits  based  on  their  own  earnings  and  this  pre- 
sumption is  cei-fainly  no  longer  A'alid.  Tt  is  unfair  to  those  men  and 
women  avIio  (V)nti-ibnl(^  to  the  social  security  system  to  haAT  to  pay  the 
costs  of  "dependent's"  benefits  to  individuals  Avho  are  not  in  actuality 
dependents. 

The  Advisory  Council  reconmiended  doing  aAvay  Avith  the  proof  of 
dependency  uoaa-  i-etpiired  of  husbands  api~>lying  for  such  lienefits  and 
in  the  aUernative,  (hM-reasing  both  husl»and's  and  Avife's  benefits  by  the 
amount  of  any  pension  earned  from  earnings  not  covered  by  social 
security.  :  ■ - 

A  far  sim|)ler  and  more  equitable  solution  i>  to  require  actual  de- 
[>endency  for  both  men  and  Avomen. 

Fourth,  consideration  should  be  given  to  the  establishment  of  a 
special  replacement  ratio  for  retirees  who  ha\"e  silent  relativcdy  little 
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of  their  work  careers  under  tlie  social  security  system.  The  Advisory 
Council  spent  consideral')le  time  lookino-  into  the  inequity  of  such  work- 
ers benehting  from  the  higher  earnings  replacement  ratio  for  those 
with  a  low  a^■erage  preretirement  wage.  The  higher  replacemeiit  ratio 
Avas  enacted,  of  course,  to  provide  an  adequate  retirement  income  for 
tliose  who  worked  for  many  years  under  social  security  but  at  low 
wages.  One  solution  recommended  by  the  Council  was  to  reduce  social 
security  benefits  by  the  amount  of  any  pension  or  benefit  earned  from 
employment  not  covered  by  the  social  security  system. 

I  do  not  believe  it  is  fair  to  penalize  such  workers.  Government 
employees  being  a  major  example,  for  working  in  noncovered  employ- 
ment. An  alternative  approach  would  be  to  establish  a  separate  sched- 
ule of  replacement  ratios  for  workers  who  conti'ibuted  to  the  social 
security  system  for  less  than  10  or  15  years.  Such  workers  would  th^m 
receive  a  fair  return  on  their  contributions  to  the  system  but  would 
not  benefit  inequitably  from  an  elevated  ratio  established  for  low 
income  individuals. 

Of  course,  any  changes  adopted  in  the  system  should  not  adversely 
affect  those  already  retii-ed  or  the  long-term  retirement  plans  of 
workers.  Thus,  the  first  two  proposals  I  have  outlined  shor.ld  become 
effective  immediately,  but  only  as  to  future  retirees,  and  the  second 
two  should  be  phased  in  over  a  period  of  years. 

If  Necessary,  Accelerate  Scitedueed  Tax  Increases 

Finally,  if  these  proposals  are  not  adequate  to  eliminate  the  pro- 
jected deficit  o\-er  the  next  25  years,  consideration  should  be  given  to 
moving  a  portion  of  the  tax  rate  increase  scheduled  for  the  year  2011 
forward  to  the  IDOO's  and/or  accelerating  the  scheduled  increases  in  tlie 
taxable  wage  base.  T  do  not  believe  the  tax  i-ate  should  be  increased 
beyoiul  the  rate  of  11.9  ]^ercent  now  scheduled  for  2011.  Including  the 
1.8-percent  medicare  tax,  this  will  amount  to  a  payroll  tax  of  6.85 
percent  each  on  employers  and  emj)loyees.  This  in  itself  will  be  a  fairly 
substantial  burden,  particularly  for  low-income  workers  and  small 
businesses,  and  I  do  not  believe  additional  increases  should  be  counted 
on  to  finance  whatever  long-term  deficit  may  develop. 

Certainly,  a  thorough  study  should  be  made  of  the  effect  of  the  pay- 
roll tax  on  the  adequacy  of  rapital  investment  and  Avorkers'  purchas- 
ing power  before  any  additional  changes  in  the  rates  are  made. 

I  must  also  disagree  Avith  the  Advisory  Council's  recommeiidation 
of  gradually  transferring  the  financing  of  the  medicare  program  to 
general  revenues  and  using  the  revenues  from  the  medicare  payroll 
tax  to  help  finance  social  security  benefits.  Although  I  appreciate  the 
(.'ouncil's  interest  in  postponing  any  increase  in  the  payroll  tax,  I 
believe  further  consideration  should  be  given  to  the  effect  of  this  pro- 
posal on  the  medicare  program  itself.  It,  like  social  security,  is  aii 
earned  benefit,  and  should  continue  to  be  so.  In  addition.  Ave  have  yet 
to  determine  Avhat  i)lace  the  medicare  ])]'ogram  Avill  hnA'e  in  national 
health  insurance  and  should  make  that  determination  before  enacting 
major  changes  in  its  financing  structure. 

In  conclusion,  if  aav  act  noAv.  the  shoi't-ferm  fininiciiig  ]')robloms  of 
the  social  securitA-  svstem  cnn  be  sohed  without  fM'oiiomic  dish^cnt  i(ui 
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or  hfirdsliip  and  "wc  can  lay  the  basis  for  an  e<|uitablc  and  potentiall}' 
fiscally  sound  s^'steni  in  the  future. 

These  hearings  and  tlie  recommendations  stemming  from  them  can 
hiy  the  basis  for  such  action.  I  liave  three  specific  questions,  but  I  will 
be  happy  to  wait  and  yield  to  others,  and  ask  those  questions  when  it 
is  my  appropriate  turn. 

Senator  Church.  Thank  you.  Senator  Moss,  would  you  like  to  make 
a  statement  ? 

STATEMENT  BY  SENATOR  FRANK  E.  MOSS 

Senator  jNIoss.  Thank  you.  jSIr.  Chairman.  I  did  not  come  ])repared 
with  an  opening  statement,  but  I  am,  of  course,  intensely  interested 
in  this  general  problem,  and  as  the  chairman  has  indicated,  and  Sena- 
tor Percy,  Avith  whom  I  have  worked  so  closely,  there  is  a  great  deal 
of  feeling  for  our  elderly  people,  and  there  exists  much  luieasiness 
among  our  elderly  because  of  the  constant  cropping  up  of  this  sugges- 
tion that  the  social  security  fund  is  inadequate,  and  some  even  coming- 
in  to  say  it  is  already  broke.  I  was  pleased  to  be  here  long  enough 
to  see  some  of  your  presentation,  and  I  look  forward  to  your  finishing 
it,  because  without  as  nnich  information  about  it  as  you  have,  I  alway.s 
write  back,  or  speak  back,  saying,  no,  no,  the  funds  surely  are  not  in 
trouble  now,  and  long  before  that  date  comes,  3'ou  can  depend  on  the 
Congress  taking  action. 

I  point  out  we  are  in  such  an  economic  period  of  shift,  with  prices 
and  wages,  and  all  other  things  going  up  at  a  tremendous  rate,  that 
we  do  have  to  reexamine  the  whole  structure,  and  look  at  it,  but  there 
is  time  to  do  that.  If  we  now  address  ourselves  to  the  problem 
there  need  not  be  an}'  worry  that  ^ve  v*ill  not  have  enough  time,  in  that 
the  social  security  program  will  not  be  able  to  meet  its  obligation  to 
!  he  elderly. 

The  difference  now  between  the  President's  i)i'oposal.  and  the  statu- 
tory recjuirement  of  the  increases,  ai'e  just  a  minor  thing,  and  they 
will  be  ironed  out,  but  the  long-range  problem  is  the  one  avc  must  be 
concerned  about,  so  I  am  very  pleased  you  are  here,  sir,  and  the  other 
good  witnesses  coming  on.  Thank  you. 

Senator  Church.  Thank  you  very  much.  Senator  ]Moss.  Mr.  Van 
Gorkom,  we  are  looking  at  the  clock.  "We  are  moving  toward  12,  and 
W'O  have  two  more  witnesses. 

I  believe  I  have  asked  you  <he  (juestions  in  tlie  course  of  your  pres- 
entation that  I  want  to  put  to  you  this  morning,  but  Senator  Percy  has 
indicated  he  has  questions,  why  don't  we  go  to  those  questions. 

Effect  of  Payroll  Contribution  on  Business 

Senator  Percy.  INIine  are  very  brief.  jNIr.  Van  Gorkom,  you  and  I 
have  traveled  in  the  same  business  community.  I  do  not  know  of  a  sub- 
ject that  is  of  greater  concern  to  some  of  our  industrial  friends  in 
Chicago  than  the  social  securit}-  tax.  They  look  upon  this  as  an  impo- 
sition of  a  tax  that  adds  to  their  cost  of  doing  business;  it  makes  them 
somewhat  less  com]:)etitive  to  products  abroad,  because  they  have  this 
added  as  a  cost  of  their  product.  From  your  perspective  as  a  business- 
man and  employer,  could  you  comment  on  the  econojnic  effect  of  the 
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C(»iuici]'s  reroniiin'jKliil  ion  (li;il  the  S(M'i:il  seruiilv  ])ayr()11  l:ix  In-  in- 
creased o-radiially  to  10. 1  iiercent  by  tlie  year  2()2r).  ibis  in  addition 
1  o  tbe  1.8  percent  medicare  tax  ? 

If  tbat  is  still  in  effect,  if  not  higher,  it  will  result  in  a  tax  of  8.95 
percent  each  on  emplo^'ers  and  employees,  abont  a  50-percent  increase 
from  present  levels. 

Would  you  care  to  conunent  on  tbe  ecojiomic  effects  of  tbat? 

Mr.  Vax  GoT^Ko:Nr.  AVelb  wlien  you  talk  about  tbe  economic  effects, 
I  think  you  wiU  lind.  Senator,  tbat  tbe  economists  are  sirou/vly  of  the 
opinion  tbat  the  social  security  tax  is  really  imposed  on  employees. 

Xow.  witli  tbe  one  exception  you  nu^ntjoned.  tbe  sofial  security  is 
neutral  as  a  competitive  factor,  since  it  is  uniform  for  all  companies, 
fn  the  case  of  my  company  competina'  with  another  company.  Ave  botli 
[)ay  the  same  social  security  taxes,  so  there  is  no  competitive  disadvan- 
tage. But  as  to  its  real  impact  on  U.S.  companies  competing  overseas, 
[  do  not  bavi'  any  data.  I  strongly  suspect,  liowever,  that  the  social 
taxes  imposed  by  overseas  con^ipanies.  is  pi'obably  equal  to  or  greater 
( ban  tbe  taxes  we  pay  in  tbe  United  States. 

Furthermore,  I  strongly  support  tlie  social  security  system.  I  think 
it  ha^  ser\'ed  this  counti'y  welb  and  my  basii^  concern  is  foi-  its  mninte- 
Jiance  in  the  future. 

I  think  the  most  important  thing  the  Congress  lias  to  I'emember  is 
this:  When  they  passed  tbe  automatic  escalation  law  in  1972,  they 
made  a  very  fundamental  change  in  the  whole  social  security  system, 
tlie  extent  of  wliich  was  not  realized  l)ecause  we  wei'e  li^'ing  in  a  time 
when  we  had  a  fairly  stable  relationship  betAveen  prices  and  wages. 
The  premise  needs  to  be  reexamined.  If  j'ou  want  to  maintain  the  pres- 
ent ))enefit  structui'e.  and  given  tbe  most  recent  foi'ecast  of  wages  and 
prices,  we  Avib  have  taxes  of  1()  pei'cent  and  liiglier. 

Senator  Percy.  This  is  not  a  typical  audience  in  this  room.  I  would 

imagine  in  our  audience  there  are  representatives  fi'om  Government 

agencies  who  are  here  to  bear  your  testimony  firsthand,  and  up  here, 

most  (^f  us  are  Government  em])loyees.  so  most  of  the  people  in  this 

room  are  not  covered  by  the  social  security  system. 

Tbe  Council  has  recommended  compulsory  coA^erage  of  Goverjmient 
(■in]doyees,  as  Avell  as  i-educing  social  security  benefits  by  the  amount 
(jf  the  benefit  received  from  noncovered  employment.  I  am  conceiuKKl 
this  AA'ould  establish  a  means  test  foi-  a  selected  group  of  social  security 
recipients,  and  Avould  unfaii'ly  penalize  those  Avbo  Avork  in  noncoA^ered 
employment. 

As  an  alternative,  what  is  your  opinion  on  establishing  a  separate 
replacement  ratio  for  those  Avho  contributed  to  tbe  social  security  sys- 
tem for  less  than  10  or  15  years  ? 

The  "Windfall"  Problem 

Mr.  Vax  (toukom.  AVell,  I  Avould  have  to  comment  on  the  Avhole 
lu'oblem.  The  Council  spent  quite  a  bit  of  time  debating  Avhat  Ave  call 
tbe  Avindfall  problem.  People  Avho  Avork  under  the  Federal  Go\ei'n- 
raent  and  State  gOA^ernment  can  accumulate  substantial  pensions,  and 
in  tlie  latter  part  of  their  careers  thcA-  can  shift  to  a  job  coA'ered  by 
social  security  and  earn  another  pension  fi'om  tbe  social  security  sys- 
tem. Tbider  tbe  ])resent  system  j^ou  cannot  distinguish  between  such 
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people  and  the  people  who  have  worked  all  their  lives  under  social 
security  at  low  wages.  The  government  people  get  a  windfall,  be- 
cause if  they  had  continued  to  work  under  the  Federal  Government 
tlieir  wages  in  their  late  years  would  earn  a  pension  based  at  about 
50  or  60  percent  of  their  wages.  But  if  they  shift  to  work  covered  by 
social  security  their  work  earns  a  pension  at  120  percent  of  their 
wages.  This  120  percent  is  intended  for  people  who  worked  for  Ioav 
wages,  as  I  have  explained  earlier.  Instead  the  120  percent  is  applied 
to  those  with  high  wages  who  appear  to  have  low  wages  because  they 
onlv  work  a  few  years. 

"\Vhat  Senator  Percy  has  proposed  is  a  way  to  try  to  solve  this. 
The  Council  wrestled  with  that  problem  for  a  long  time.  Senator, 
and  we  were  unable  to  come  up  with  a  plan  that  would  do  it  exactly 
right  without  hurting  somebody  else  in  the  system. 

We  thought  we  could  do  it  rather  simply  at  first,  but  the  system 
is  so  complex  that  every  time  we  came  up  with  an  idea,  the  people 
in  the  administration  would  point  out  that  some  other  group  would 
1)e  unfairly  treated.  We  finally  decided  that  the  only  real  vray  to 
solve  the  problem  is  to  have  compulsory  total  coverage,  and  that  is 
the  reason  it  has  been  recommended. 

Senator  Percy.  I  did  not  realize  that  windfall  benefit,  and  having 
been  one  of  those  who  used  to  pay  social  security  taxes,  and  worked, 
and  now  not  under  that  system,  is  there  any  plan  to  make  this  retro- 
active, so  those  of  us  wlio  are  going  to  get  apparently  a  windfall 
would  not  get  it? 

Mr.  Vax  Gorko:m.  I  have  to  add  a  point.  You  will  note  tliat  we 
recommend  in  our  report  that  coverage  be  universal,  but  in  comput- 
ing what  the  tax  rate  should  be,  we  have  assumed  there  Avill  not  be 
universal  coverage,  because  we  do  not  think  there  is  any  enthusiasm 
on  the  pai't  of  Government  employees  to  be  covered  by  social  security, 
and  we  do  not  think,  therefore,  that  Congress  will  adopt  it.  But  we 
felt  it  was  a  very  desirable  goal. 

Dependence  Benefits 

Senator  Percy,  My  last  question  relates  to  the  Council's  recom- 
mendation to  remove  the  support  test  for  husband's  eligibility  for 
dependence  benefits,  and  continuing  presumption  of  eligibility  for 
wives. 

I  wonder  if  it  would  not  be  more  equitable  to  eventually  require 
proof  of  dependence  in  either  case.  It  seems  unfair  to  those  men  and 
women  who  contribute  to  the  system  to  have  to  pay  the  cost  of  de- 
pendents' benefits  to  individuals  who  are  not  in  actual  dependence. 

It  would  be  helpful  if  you  could  go  into  the  reasoning  of  the  Council 
in  adopting  the  recommendations  in  this  area. 

Mr.  Van  Gorkozm.  We  did  consider  that,  and  we  do  think  that  is 
probably  tlie  more  fair  way  to  do  it,  but  we  also  are  pragmatic. 

Peculiarl}',  this  whole  thing,  to  take  away  the  dependency  proof' 
required,  came  out  of  a  committee  designed  to  help  women.  They 
studied  all  parts  of  the  system  that  appeared  to  discriminate  on  the 
basis  of  sex.  and  that  turned  out  to  be  the  only  one  we  felt  we  could 
accommodate. 
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It  would  be  fairer  to  require  women  to  prove  dependency,  but  we 
simply  felt  it  would  be  impossible  to  get  women  to  accept  the  burden 
of  providinir  dependency.  We  also  felt  that,  whether  we  willedjtor  not, 
discrimination  of  this  type,  based  on  sex,  will  be  eliminated  by  either 
Congress  or  the  courts.  It  was  decided,  therefore,  to  eliminaCe.it  by 
putting  both  persons  on  the  same  parity.  We  put  me,u  on  the  same 
platform  as  the  women  simply  because  we  did  not  thinlv  the  wpmen 
would  accept  the  men's  situation.  It  was  a  purely  pragmatic  solution. 

Senator  Cpiukch.  Senator  Fong.  .  _  -  ■.  ,r  \'.- ■:'   .r 

Senator  Fong.  I  have  quite  a  few"  additional  questions  here,  bui  1 
woulcl  like  to  ask  Mr,  Van  Gorkom  to  give  me  the  answers  in  writing 
for  the  record. 

Mr.  Van  Gorkom.  I  would  be  glad  to.  ^  .      .   , .,   ,  . 

[The  following  were  Senator  Fong's  questions  and  Mr.  Van 
Gorkom's  answers  as  submitted  subsequent  to  the  hearing :] 

Question.  When  did  the  Advisory  Ooxmcil  on  Social  Security  first  meet? 

Answer.  .AlnJOintlneT^^  nf  thi>  Advisory  Connf^il  was  annnnnced  by  the  Secretary 
of  Health.  Education,  and  Welfare  in  April,  1974  and  the  first  2-day  meeting  was 
held  the  following  May  3  and  4. 

Question.  How  many  times  did  it  meet?  How  many  days  were  devoted  to  de- 
liberations by  the  full  Council? 

Answer.  There  were  nine  2-day  meetings  of  the  entire  Council. 

Qiicstiofi.  What  were  the  special  subcommittees  named  by  the  Advisory  Council? 
Responsibilities  of  each? 

Answer.  There  v.'ere  two  subcommittees.  One  was  on  financina-  of  the  Social 
Security  program  and  dealt  with  assumptions  and  methodology  used  by  the 
OlBice  of  the  Actuary  of  the  Social  Security  Administration.  The  second  Subcom- 
mittee was  appointed  to  study  the  treatment  of  men  and  women  under  social 
security  with  respect  to  sex  and  marital  status.  A  Task  Force  of  four  Council 
members  was  also  named  to  examine  the  adequacy  and  equity  of  social  security. 

Qii'^vfion.  How  many  times  did  each  subcommittee  meet  and  for  how  long? 

Answer.  The  Finance  Subcommittee  met  10  times,  the  Subcommittee  on  men 
and  women  seven  times,  with  each  meeting  lasting  several  hours.  The  Task  Force 
met  six  times,  for  a  total  of  12  hours. 

Qiicsfiou.  How  was  the  Advisory  Council  staffed? 

Answer.  The  Advisory  Council  w'as  staffed  by  the  Social  Security  Administra- 
tion and  coordinated  by  its  office  of  Program.  Evaluation,  and  Planning  with  staff 
member  .Tolin  Trout  serving  as  executive  secretary.  Some  members  of  the  Council 
provided  their  ovsn  secretarial  staff. 

QurstioiK  What  did  ihe  consultants  to  the  Council  do  with  reference  to  Council 
deliberations? 

Answer.  The  consultants  provided  the  technical  expertise  in  handling  the  actu- 
avial  and  economic  problems  with  which  the  comiuiittees  had  to  deal.  They  did  not 
sit  in  on  t)ie  delil>erari(ms,  except  in  a  few  instances,  especially  the  last  meeting  or 
so.  I'hey  did  not  p:u'ticipate  unless  they  were  asked  questions  by  Council  mem- 
bers. Their  nmjor  contribution  was  tiirough  reports  whicli  they  wrote. 

Question.  Was  the  idea  of  using  regular  consultants  from  outside  of  government 
a  now  departure  by  this  Council  from  practice  of  previous  Advisory  Councils  on 
Social  Security?  How  were  the  consultants  selected? 

Answer.  Consultants  have  been  used  by  previous  Councils.  Consultants  were 
selected  by  the  Chairman  and  vice-chairman.  Their  names  were  placed  in  nomi- 
nation, and  approved,  without  obiection  by  the  Council.  For  the  first  time,  two 
consultants  were  hired  as  generalists,  one  as  assistant  to  the  chairman,  one  as 
general  assistant  to  the  vice-chairman.  Other  consultants  were  hired  for  their 
expertise  in  finance  and  on  the  basis  of  their  general  reputation. 

Question.  In  its  reriort,  the  Social  Security  Advisory  Coimcil  rec(unraended  that 
"a  general  study  of  social  security  should  be  made  by  a  full-time  nongovernmen- 
fal  body,  covering  such  matters  as  funding  versus  pay-as-you-go,  possible  effects 
of  social  security  on  capital  formation,  productivity,  the  proper  size  of  the  trust 
funds,  the  incidence  of  payroll  taxes,  and  other  basic  questions."  Do  you  per- 
sonally share  this  opinion  by  the  Council? 


Answer.  I  oeijtaialy  do  share  tlie'CouneiVs  reasoning  in  makicg  this •rt'b^mincn- 
dation.         •     "  •" ./.'    ''•'■■■ 

Queatinn'.  ^AHTafwas  the  CounciFs  reasoning  in  making  this  recoinm«'ftd:ation .' 
Was  it  based  on  recognition  of  the  inadequacies  in  any  short-term  rev-iewyDid 
the  CoiniL'ils  view  r^llect  fiustrations  of  Council  members  in  your.deliberationsV 

Answer.  This  particular  Council  was  very  conscious  of  the  fact  thai  It  simply 
did  not  have  siiflficient  time  to  adeoliately'revie\\-  the  broad  que.stibns  Crtvered  in 
the  recommelidation.  Those  iatitterfe  aye  very  essential  to  a  l)roper  undersiauding 
of  the  .system  and  there  are  others  which  could  probably  be  added  to  the/Ust.  We 
do  not  have  anv  specific  idea  as  to  how  the  reviewing  body  should  be.  ci'eated  or 
the  term  it  should  serve.  Our  basic  conviction  was  that  1  year,  or  even  2  years, 
was  not  adequate  to  really  probe  in  depth  the  basic  principles  which  underlie  the 
entire  system.  These  elements  are  so  complex  that  they  require  far  more  tin>e'  than 
an  advisory  council  can  normally  apply.  We  simply  feel  that  thequestipna  j|re  so 
important  that  a  first-class  group  should r be  ;giYcn  whatever  time  is  :ne(.;e)SSiiry;,J.p; 
come  up  with  definite  answers.  .      .     '    , 

Question.  What  were  the  reasons  for  specifying  a  "nongovernmental"  rcvic\v 
body?  Do  you  think  the  key  in  the  "nnngovernmental"  element  wa«  a  feeling  thiit 
independence  from  the  Social  Security  Administration  and  HEW,  is  import  ant  V 

Answer.  The  Council  was  very  well  iinpres.sed  with  the  ability  of  the  Social 
Security  Administiation.  but  it  felt  that  the  kind  of  deliberation  and  analysis 
with  which  the  prop'osed  body  would  be  involved  were  not  such  that  they  could 
l)e  handled  by  people  charged  with  day-to-day  administrative  responsibilities. 
While  it  probably  would  not  be  improper  to  have  a  representative  of  government 
ill  the  group,  it  certainly  should  be  a  very  broadly  representative  group  bec^u-^e  of 
the  very  broad  nature  of  the  questions  to  be  involved. 

Senator  Fong.  You  met  once  in  4  yoars.  did  you  not  ? 

Mr.  Van  GoRKOM.  Yes.  '  ■  '  •" 

Senator  Fong.  x\nd  then  a  new  Council  comes  in? 

Mr.  Van  Gorkom.  Yes. 

Senator  Fong.  Now.  don't  you  think  v.-e  should  have  a  National 
Social  Security  Commission  that  will  work  full  time?  Because  you 
have  <^iven  us  many  problems,  which  you  have  not  becii  able  to  solve, 
and  that  are  so  complex  and  affect  so  many  people,  don't  you  think  we 
should  have  a  Commission  tliat  should  be  on  the  job,  working  at  this, 
independent  of  HEW? 

Mr.  Van  Gorkom.  Certainly  the  Council  felt  very  stron<jly,  after 
l)eating  their  brains  out  literally  for  0  months  over  the  ])roblems,  that 
the  system  is  so  important  and  so  complicated  that  such  an  appro;ich 
is  not  really  a  satisfactory  way  to  do  it. 

There  are  some  basic  long-ranae  problems  that  need  to  1)e  attacked 
by  som.e  oroun,  T  will  not  attempt  to  say  Avhat  group,  iMit  it  does  need 
a  group  of  people  Avho  can  devote  time  over  a  much  iona'er  period  and 
who  can  get  the  necessary  experts  to  work  with  them.  There  are  some 
very  broad  problents.  such  as  what  is  the  effect  of  a  social  security 
system  on  capital  formation. 

Where  does  the  tax  really  fall?  Does  the  employer's  part  of  the  tax 
fall  on  the  employee? 

I  could  not  agree  with  you  more.  Senator,  and  we  are  convinced 
that  the  problem  is  so  complex,  and  the  system  so  important  to  the 
country,  that  some  kind  of  continuing  devotion  of  effort  by  competent 
people  should  be  arranged.  I  don't  think  it  necessarily  "needs  to  be 
full-time  people,  but  to  put  together  a  new  Coimcil  every  4  years  is 
not  enough,  and  particularly  when  we  are  given  only  9  months 
to  do  the  job. 

Even  2  years  is  not  enough.  I  think  you  have  to  have  people  dedi- 
cated to  it  long  enough  so  they  understand  the  problems. 
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Senator  Foxg.  I  introduced  Joint  Resolution  5,*  which  calls  for 
appointment  of  nine  members  to  serve  on  a  full-time  basis. 

Senator  Moss.  The  one  question  I  wanted  to  pose  is  that  manj' 
economists  say  that  social  security  taxes  are  very  regressive,  and  for 
that  reason,  should  \ye  altered.  Did  you  deal  with  this  in  your  report? 

^Ir.  Van  Gorkom.  Yes ;  we  dealt  with  it  in  one  sense. 

The  social  security  tax  is  not  really  as  regressive  as  it  seems  to  be. 
The  tax  rate  is  uniform  to  high-  and  low-paid  people,  but  the  benefits 
are  not  uniform.  They  are  weighted  heavily  in  favor  of  the  low-paid 
persons,  so  it  is  less  regressive  in  its  total  etfects  than  it  appears  to  be. 
I  have  stressed  the  importance  of  the  relationship  between  wages  and 
benefits  and  the  sense  of  responsibility  this  induces  in  the  emploj'ee- 
taxpayer.  If  the  system  becomes  too  "progressive,"  you  run  the  risk 
of  distorting  this  relationship  to  the  point  where  the  sense  of  responsi- 
bility is  lost.  You  approach  the  same  problem  when  you  introduce 
general  revenues.  I  think  there  is  a  fine  line  to  be  drawn,  and  reason- 
able men  could  certainly  differ  here.  Certainly  the  tax  is  riot  nearly 
so  regressive  as  people  imagine. 

Senator,  I  Avant  to  make  this  one  statement,  and  that  is.  I  want  to 
close  with  a  brief  word  of  praise  for  the  people  we  worked  with  in 
the  Social  Security  Administration. 

Here  is  a  system  that  sent  out  over  30  million  checks  a  year,  and 
as  a  businessman,  I  can  appreciate  what  that  involves.  They  also  keep 
records  on  over  90  million  people,  and  yet  they  do  all  this  with  an 
administrative  cost  of  less  than  3  percent. 

The  people  we  met  were  hard  working,  knew  their  jol.i.  were  dedi- 
cated, and  they  must  be,  or  they  could  never  hold  those  costs  down 
that  far.  ' 

Senator  Church.  I  think  you  have  given  us  excellent  testimony 
today.  I  want  to  express  m\'  appreciation  and  that  of  the  committee 
for  your  appearance. 

Mr.  Van  Gorkom.  Thank  you. 

Senator  Church.  Our  next  witnesses  are  ]Mr.  J.  Henry  Smith, 
chairman  of  the  board.  Equitable  Life  Assurance  Society  of  the  United 
States,  and  Mr.  Rudolph  T.  Danstedt,  assistant  to  the  president  of  the 
Xational  Council  of  Senior  Citizens. 

Senator  Williams  hoped  to  be  here.  He  hoped  to  make  it  before 
your  testimony  ends  and  he  wanted  me  to  convey  his  regards  to  you 
in  the  event  he  could  not  be  present. 

jSIr.  Smith,  you  have  a  prepared  statement?  Do  you  wish  to  read 
that  ?  "Would  you  like  to  summarize  it  ?  You  can  proceed  as  you  wish. 

STATEMENT  OF  J.   HEKRY  SMITH,  CKAIRMAN  OP  THE  BOARD, 
EGUITAELE  LIFE  ASSURANCE  SOCIETY  OF  THE  UNITED  STATES 

Mr.  Smith.  I  do  have  a  prepared  statement.  I  must  say,  we  are 
following  a  very  tough  act.  Mr.  Van  Gorkom's  testimony  was  expertl}^ 
done  indeed  and  in  his  comprehensive  development  of  the  questions, 
he  has  covered  a  great  deal  of  the  testimony  I  might  have  given  or  is 
included  in  my  prepared  remarks. 

I  think  I  can  save  you  some  time,  if  you  wish,  by  hitting  some  of 
the  high  spots  of  my  testimony''. 

•'•See  appeudix  1,  p.  859. 
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Senator  Church.  Tlnit  will  be  fine,  and  we  will  include  your  full 
statement  in  the  record/'' 

Mr.  Smith.  I  Lave  stood  in  Mr.  Van  Gorkom's  shadow  now  for  some 
time.  lie  has  been  chairman  of  the  subcommittee  on  which  I  served. 
I  must  say  he  has  done  an  extraordinary,  a  wonderful  job ;  and  I  con- 
o-ratulate  him  for  his  testimony  here  today. 

There  were  three  specific  Cjuestions  I  was  asked  to  cover,  but  before 
goino-  into  that,  I  would  like  to  say  that  although  I  filed  some  of  the 
(lemurs,  I  do  not  consider  myself  a  dissident  member  of  the  Advisory 
Council. 

I  agree  with  most  of  its  recommendations.  I  think  in  the  time  it  had, 
and  considering  the  magnitude  of  the  questions  and  their  diversity, 
the  Council  turned  out  a  good  job. 

The  principal  question  I  am  asked  to  cover  is  to  give  a  summary 
of  my  reasons  for  opposing  the  majority  recommendations  of  the  Ad- 
visorv  Council,  for  a  gradual  reallocation  of  the  contributions  from 
]:>art  "A  of  the  medicare  system  to  the  OASDI  cash  benefit  program, 
with  the  expectations  that  general  revenues  would  become  the  sole 
source  of  funding  for  the  liospital  insurance  program. 

My  contrary  views  in  this  recommendation,  along  with  those  of 
three  other  Council  members,  appear  in  a  special  statement  on  page  01 
of  the  Council's  report.  I  will  summarize  them  briefly  here. 

Shift  of  REsroxsiBiLiTT 

Basically  I  do  not  believe  this  particular  recommendation  is  a  real 
solution  to  the  funding  problems  faced  by  our  social  insurance  com- 
plex. It  just  shifts  t)ie  deficit  from  one  social  insurance  plan  to  an- 
other. Avithout  solving  the  l)asic  problem  of  underfunding. 

I  think  it  is  wrong  because  first  of  all,  it  assumes  that  the  Treasury 
is  an  easy  source  of  funds,  which  I  guess  is  a  Cjuestionable  assumption 
at  best  today. 

Second,  it  makes  a  serious  retreat  from  the  ]5rinciple  of  payroll 
financing  which  the  C(unK'il  has  endorsed  as  appropriate  to  social  in- 
surance systems. 

Third,  the  additional  expenditures  from  genei-al  revenue,  which 
would  be  required  for  medicare,  unless  financed  by  new  taxes,  will 
contribute  further  to  inflation. 

Fourth,  general  revenue  financing  would  tend  to  mask  the  true 
costs  of  the  program  and  Aveaken  fui'ther  the  control  over  it;  and 
finally,  it  would  turn  medicare  into  a  kind  of  welfare  program,  which 
])robably  would  iuA-oho  a  means  test. 

I  cannot  accept  Mr.  Van  Gorkom's  arg-ument  that  medicare's  status 
as  a  social  insurance  system  would  not  be  jeopardized. 

I  agree  with  the  chairman's  concern,  as  you  expressed,  that  chang- 
ing medicare  to  general  revenue  financing  would  tend  to  make  it  into 
a  welfare  program. 

There  are  some  more  ai'gumcnts  in  my  prepared  statement  in  this 
resi)ect  but  perhaps  it  is  enough  to  say,  as  ]NIr.  Van  Gorkom  has  argued 
quite  ])ersuasively,  I  think,  we  should  not  resort  to  general  revenue 
financmg  for  the  cash  revenue  svstem.  I  thoroughly  agree  with  him 


*See  p.  848. 
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bi;t  I  think  his  cogent  arguments  apply  to  the  medicare  program  as 
well  as  to  the  OASDI  program. 

This  reduces  us  to  taxes,  just  as  the  Council's  recommendations 
would  do  with  respect  to  medicare  benefits.  Kegrettable  as  increased 
taxes  may  be,  I  think  we  should  maintain  the  integrity  of  the  system 
by  calling  in  the  near  future  for  modest  increases  in  OASDI  contribu- 
tions, just  as  we  have  done  in  the  past  and  just  as  the  system  has  been 
expected  to  do  in  the  future. 

A  small  increase,  about  a  half  of  1  percent  for  employers  and  em- 
ployees would  be  adequate  for  several  years.  It  would  be  a  reasonable 
price  to  pay  for  the  rapidly  increasing  benefits  that  are  provided. 

Again,  T  will  skip  along.  The  second  question  I  was  asked  had  to 
do  Avith  the  function  of  the  social  security  trust  fund  and  I  think  Mr. 
Van  Gorkom  has  adequately  covered  that.  1  will  skip  that  part  of  my 
presentation,  if  you  will  agree. 

The  next  question  was:  Do  I  have  any  fears  about  the  soundness  of 
flio  social  security  system  and  my  answer  to  that  is  "No."  This  has 
been  coyered  by  others  lately,  and  I  will  refer  you  to  the  backup  argu- 
ments in  this  presentation,  if  you  arc  agreeable.  I  do  not  think  the 
system  is  bankrupt  and  I  think  if  Congress  will  take  the  necessary 
steps,  as  I  am  sure  it  will  do,  in  the  long  run.  our  three-tiered  system 
can  be  perpetuated  soundly  and  with  full  satisfaction. 

Three-Tiered  System 

Now,  this  reference  to  the  three-tiered  system  leads  to  what  should 
l)e  the  relationship  between  social  security  and  private  pensions. 

Again  and  again,  as  Mr.  Van  Gorkom  has  stated,  the  design  of  the 
incomfi  maintenance  system  apj)ropriate  for  this  country  has  been 
described  as  consisting  of  three  tiers.  Mr.  Van  Gorkom  again  outlined 
this  at  some  length,  the  bottom  tier  beinij  welfare  airangements.  the 
middle  tier  being  social  security,  OASDI  system,  and  the  upper  tier 
being  private  enterprise  savings,  insurance,  pension  plans,  et  cetera. 

This  is  the  concept  that  I  would  stress  in  au^w<>ring  the  question  of 
tlio  relationship  between  social  insurance  and  private  pensions. 

I  have  a  page  and  a  half  of  discussion  of  thJr  bnt  I  really  think,  in 
the  circumstances,  it  might  not  be  necessary  to  repeat  it  now.  I  believe 
Mr.  Van  Gork'om  laid  the  foundation  for  all  of  the  argument  that  is 
needed. 

I  will  be  glnd  to  go  further  into  it  if  you  wisli ;  but  in  tlie  interests 
of  tinif^,  I  would  suggest  that  if  you  have  any  quest  ons  I  could  answer, 
I  will  be  glad  to. 

Senator  Cfii'UCiT.  TharJc  you  very  much.  Mr.  Smith.  Your  prepared 
st{it{'m'.'nt  will  be  entered  in  the  record  at  this  tim^e. 

PSEPAKED  STATEMENT  OF  J.  HENEY  SMITH 

My  name  is  J.  Henry  Smith.  I  am  the  cliairman  of  the  board  and  chief  execu- 
tive oliicpv  of  The  Eduilable  Life  AK.snrnnee  Society  of  the  United  States.  I  appear 
here,  however,  primarily  as  a  nieml)er  of  the  latest  Social  Security  Advisory 
Council  which  recently  rendered  its  report. 

Becau.se  of  the  importance  of  the  work  of  your  special  committee,  I  am  pleased 
to  liave  been  asked  to  appear  before  you,  hoping  to  respond  helpfully  to  the 
questions  you  have  addressed  to  me  and  to  iiny  others  you  might  see  lit  to 
ask  nie. 
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Before  oomiug  to  the  specific  questions,  however,  I  would  like  to  say  that  I 
do  not  consider  myself  a  dissident  member  of  the  Advisory  Council.  I  agree  with 
much  of  what  the  Council  has  recommended.  I  think  the  Council  has  made 
constructive  recommendations,  including  especially  the  plan  to  change  the 
OASDI  benefit  calculation  so  as  to  stabilize  the  replacement  ratios  (i.e.  the  ratio 
of  primary  benefit  to  earnings  in  the  year  immediately  preceding  retirement). 
This  particular  change  is  needed  in  order  to  make  the  system  more  rational 
and  equitable,  le.^s  erratic  in  its  results,  and  to  introduce  badly  needed  stabiliza- 
tion of  costs.  It  is  also  important  in  overall  retirement  planning  and  integrating 
of  private  and  public  pension  programs.  All  in  all,  I  think  the  C/Ouncil  turned  out 
a  commendable  product,  considering  the  short  time  period  available  to  it. 

Now  for  the  questions.  Your  first  one  asks  that  I  give  a  summary  of  my  reasons 
for  opposing  the  majority  recommendation  of  the  Advisory  Council  for  a  gradual 
reallocation  of  the  contributions  for  part  A  of  Medicare  to  the  OASDI  cash 
benefits  program,  with  general  revenues  becoming  the  sole  source  of  funding  of 
tlie  Medicare  hospital  insurance  program. 

My  views  on  that  recommendation,  along  with  that  of  three  other  Council  mem- 
bers, appear  in  a  special  statement  on  page  91  of  the  Council's  Report.  I  will  try 
to  summarize  them  for  you  here. 

Shift  of  Respo^tsibility 

First  of  all,  I  do  not  believe  that  this  particular  recommendation  is  a  real 
solution  to  the  funding  problems  faced  by  our  social  insurance  complex.  It  just 
shifts  the  deficit  from  one  social  insurance  plan  to  another  without  solving  the 
ba.sic  problem  of  underfunding.  It  is  wrong  because:  (1)  It  assumes  that  the 
Treasury  is  an  easy  source  of  funds,  a  questionable  assumption  at  best  today  ; 
(2)  it  marks  a  stiious  retreat  from  the  principle  of  payroll  financing  which  the 
Council  has  endorsed  as  appropriate  to  social  insurance  systems;  (3)  the 
additional  expenditures  from  general  revenues,  unless  financed  by  new  taxes, 
will  contribute  further  to  infliation  ;  (4)  general  revenue  financing  would  tend 
to  mask  the  true  cost  of  the  program  and  weaken  even  further  the  control  over 
it;  and  (5)  it  would  turn  Medicare  into  a  kind  of  welfare  program,  which  per- 
haps should  involve  a  moans  test. 

To  argue  that  Medicare  benefits  are  not  wage-related  and.  therefore,  it  is 
appropriate  to  support  them  by  general  revenues  is  more  a  rationalization  than 
a  principle.  There  is  no  more  valid  reason  today  for  funding  Medicare  from 
general  revenues  than  there  was  initiall.v.  Medicare  is  now  looked  upon  truly 
as  a  .social  insurance  program,  and  it  is  just  as  desirable  to  support  it  with 
joint  employer-worker  contributions  as  it  is  for  OASDI. 

Regrettable  as  increased  taxes  may  be.  I  think  we  should  maintain  the  in- 
tegrity of  (he  system  by  calling  in  the  near  future  for  increased  OASDI  con- 
tributions, just  as  we  have  done  in  the  pa.st.  A  small  increase — about  a  half 
percent  f'->r  employees  and  employer  each — would  be  adequate  for  several  years. 
It  would  be  a  reasonable  price  to  pay  for  the  rapidly  increasing  benefits  provided. 
It  is  likely  that  in  the  long-run,  future  increases  in  cost  of  the  system  will  require 
additional  taxation,  and  we  might  as  well  continue  to  exercise  the  discipline  of 
balancing  ])enefits  and  taxes  as  we  have  in  the  past.  This  is  the  only  way  to 
preserve  the  philosophy,  the  integrity  and  the  general  understanding  and  accept- 
ance of  the  system. 

Your  second  question  asks :  AYhat  do  I  perceive  as  the  primary  function  of  the 
Social  Security  trust  fund?  Before  answering  that  question,  let  us  note  that 
OASDI  system  is  financed  on  a  "current  cost  method."  There  is  no  advance  fund- 
ing as  we  know  it  in  a  private  insurance  system.  Instead  there  is  a  ciu-- 
rent  intergenerational  transfer  of  funds.  The  social  security  contributions  of 
workers  become  the  benefits  paid  to  those  retired.  For  those  now  working,  benefits 
payable  ^^hen  they  retire  will  be  met  by  the  following  generation  of  covered 
workers.  While  this  is  not  a  sound  method  for  private  pension  plan  financing,  it 
is  a  sound  (and  the  only  feasible)  alternative  for  OASDI  because  the  system 
is  compulsory  and  universal  and  the  government  has  the  continuing  power  to 
collect  the  funds  needed  to  pay  future  benefits. 

Consequently,  whatever  trust  fund  is  maintainetl  is  needed  only  to  smooth  out 
the  differences  between  a  fairly  evenly  rising  expenditure  level  and  an  income 
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that  i?<  sultject  to  seasonal,  cyclical  and  even  institutional  variations.  That  is  the 
l)i-imary  function  of  the  trust  fund.  There  is  no  controlling  theory  dictating  the 
size  of  "the  fund,  but  it  should  be  large  enough  to  smooth  out  variations  and  to 
meet  the  effect  of  contingencies  such  as  an  extended  recession  or  period  of  high 

unemployment.  ,      .  -  i 

It  is  a  matter  of  judgment,  but  I  concur  in  the  widely  held  view  (put  forward 
by  at  least  one  previous  Advisory  Council)  that  it  would  be  desirable  to  aim  in 
the  lons-er  reach  for  a  reserve  somewhere  between  75  percent  and  125  percent  of  1 
year's  benetit  pavments.  The  current  fund  is  less  than  that,  being  in  the  neighbor- 
hood of  67  percent.  That  seems  low  to  me,  but  not  dangerously  so.  It  is  still 
adequate  to  meet  the  deficiencies  which  are  at  all  likely  to  occur  in  the  near 
future.  In  view  of  current  conditions,  I  go  along  with  the  Councifs  recommenda- 
tion that  the  fund  should  be  stabilized  at  about  55  percent  of  1  year's  outgo  until 
11)80:  and  thereafter  haxe  it  raised  very  gradually  to  100  percent. 

The  next  Question  is.  do  I  personally  have  any  fears  about  the  soundness  of 
the  Social  Security  system?  My  response  is  "No",  so  long  as  benefits  are  kept  to 
reasonable  levels,  because  I  believe  Congress  will  always  call  for  contributions  to 
the  plan  adequate  to  support  benefits.  Let  me  state  here  and  now  that  the  scare 
stories  that  have  appeared  in  many  newspapers  around  the  country  to  the  effect 
that  the  Social  Security  system  is  going  broke  are  much  overdone.  They  do  not 
give  credit  to  the  resilience  of  the  system.  It  is  not  bankrupt ;  the  difficulties  we 
face  are  not  insurmountable  and  they  do  permit  sufficient  time  for  correction. 
However.  I  v,-ould  hope  that,  in  taking  the  necessary  corrective  steps,  the  Con- 
gress would  continue  to  display  the  wisdom  it  has  shown  in  the  past  by  stressing 
strict  adherence  to  the  fundamental  principle  that  OASDI  should  remain  a 
benefit-earnings  related  program  with  boundaries  appropriate  to  the  principles 
of  the  three  tiered  system. 

Three-Tiered  System 

This  last  reference  to  three  tiers  leads  to  my  response  to  the  last  question, 
which  asks,  what  should  be  the  relationship  between  social  security  and  private 
pensions? 

Again  and  again  the  design  of  the  income  maintenance  system  appropriate  for 
this'coiuitrv  has  been  described  as  consisting  of  three  tiers.  As  our  Council 
reiterated,  the  OASDI  plan  is.  and  should  continue  to  be,  the  primary  means  of 
providing  basic  economic  security  in  the  event  of  retirement,  disability  or  death 
of  workers.  Thus  it  is  the  core  of  the  nation's  total  system  of  income  protection. 
It  is  the  central  layer,  however,  because  it  is  undergirded  by  means-tested  welfare 
programs:  and  it  is  supplemented  l»y  private  eiforts,  group  and  individual, 
essential  to  fulfill  the  needs  and  desires  for  protection  above  and  beyond  the 
floor  of  protection  provided  through  the  social  security  program.  That  program 
was  introduced  originally  for  the  principal  purpose  of  preventing  workers  and 
their  dependents  .slipping  into  poverty  and  hardship  and  that  should  continue  to 
be  its  rationale,  r.nd  its  dimensions  should  be  drawn  accordingly. 

In  this  concept,  private  pension  plans  and  individual  thrift  arrangements  have 
an  opportunity  to  build  on  the  basic  protection  provided  by  the  government  system 
in  order  to  help  people  and  organizations  provide  desirable  income  levels  that 
would  give  them  reasonalde  comfort  and  standards  of  living  appropriate  to  their 
earnings  levels  diiring  active  employment. 

Thus  it  may  be  said  that  there  is  a  partnership  between  the  government  and 
the  institution  of  private  thrift  which  I  believe  entails  some  obligations  both 
ways.  The  government,  that  is  the  people,  have  the  right  to  expect  certain  con- 
siderations and  actions  from  the  private  sector.  It  can  expect  us  in  that  sector 
to  wftrk  hard  to  liroaden  our  coverage  and  increase  the  adequacy  of  our  offerings : 
it  can  expect  better  cost  and  quality  conlrols;  it  can  expect  us  to  be  responsive 
to  needs  (e.g..  with  regard  to  adequacy  and  vesting  of  benefits)  :  it  can  expect 
,us  to  be  innovative  and  constructive  in  the  interest  of  our  citizens:  and  lastly 
it  can  legitimately  expect  the  private  sector  to  accept  change  when  change  is 
warranted. 

And  as  to  its  role  in  the  partnershiii.  we  hope  that  government  will  rely  on  us 
to  carry  out  our  part  of  the  bargain :  that  it  will  hold  high  the  encouragement  of 
private  thrift:  and  that  it  uill  avoid  disabling  lesi.^lation  and  will  restrict  the 
operation  of  the  social  security  sector  so  that  it  does  not  unduly  invade  the 
private  sector's  sphere  of  operation. 

It  is  mv  belief  that  with  the  new  pension  legislation  recently  enacted,  the 
partnership  I  visualize  is  a  going  one  with  sound  purposes  and  high  potential. 
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I  think  I  can  speak  \Aith  considerable  assurance  that  we  in  the  private  sector 
^^■ill  vigorously  prosecute  our  job  to  see  that  healthy,  effective  and  adequate 
growing  private  benefit  systems  will  do  their  part. 

There  is  one  other  point  of  great  importance  to  be  made  as  to  private  pension 
plans.  To  be  soundly  financed,  they  require  (unlike  social  security)  the  accu- 
mulation of  large  dedicated  funds.  These  funds  must  be  investetl  and  they 
become  the  source  of  much  of  the  capital  needed  in  this  country  for  the  nourish- 
ment and  expansion  of  our  industries  and  commerce.  In  the  capital  hungry  days 
we  are  Ciost  likely  to  encounter  in  the  future,  this  mechanism  for  .supplying 
greatly  needed  iinancing  will  be  of  great  value  to  the  economy. 

Senator  Church.  Before  we  go  to  questions,  I  wonder  if  we  miglit 
not  hear  from  our  other  witness,  j\Ir.  Danstedt  ? 

I  understand,  ^Iv.  Danstedt,  that  like  Mr.  Smith,  yoii  take  some  ex- 
ceptions to  some  of  the  recommendations  of  the  Council  and  I  wonder 
if,  in  tlie  interest  of  time,  a'ou  couki  emphasize  tiiose  exceptions.  Your 
entire  prepared  statement  will  be  included  in  the  record.* 

STATEKE:?yT  OF  RUDOLPH  T.  DANSTEDT,  ASSISTANT  TO  THE  PSESI- 
BENT  OF  THE  NATIONAL  COUNCIL  OF  SENIOS  CITIZENS 

Mr.  Daxstedt.  Yes:  I  think  I  can.  I  was  also  a  member  of  the 
fi)iancial  committee,  of  which  Mr.  Van  Gorkom  was  chairman,  to 
whom  I  also  pay  tribute,  as  Mr.  Smith. 

On  the  other  hand.  I  did  not  only  file  a  supplementary  statement 
but  a  dissent  and  I  think  part  of  that  dissent  was  related  to  the 
process  engaged  by  the  Advisory  Comicil. 

After  ail,  we  really  did  not  get  down  to  dealing  with  financial  pro- 
posals until  the  next  to  the  last  of  the  2-day  meetings.  It  takes  time  to 
get  oriented.  We  did  not  have  enough  time,  we  had  only  9  months, 
in  contrast  to  tlie  18  months  of  the  1970-71  Council. 

Actually,  we  could,  under  the  law,  have  been  appointed  back  in 
1973,  if  Mr.  "Weinberger  had  got  going  and  done  something  about  it, 
so  we  could  have  had  a  good  deal  more  time  on  our  hands  but  we  found 
ourselves  with  only  two  2-day  meetings  available  to  discuss  finance  and 
then  we  came  out  first  with  a  proposal  for  a  S24.000  wage  base  and  an 
increase  in  the  tax  rate,  to  take  care  of  both  the  shortrun  and  the  long- 
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range  costs. 

There  was  a  minority  of  us  who  favored  raising  the  wage  base  but 
insisted  Ave  could  not  impose  any  more  taxes  on  the  employee  group 
and  insisted  that  the  time  had  come  for  us  to  begin  going  gradually 
into  the  use  of  the  general  revenues. 

We  lost  out  on  this,  liowever.  The  majority  did  approve  a  $24,000 
wage  base  and  increase  in  the  tax  rate.  On  the  last  2  days  of  meetings 
Ave  f oinid  ourseh'es  in  a  position  wherebA",  for  all  j^ractical  purposes,  we 
rescinded  the  action  taken  at  the  previous  meeting  of  the  Council  and 
Avound  up  on  a.  late  Saturday  of  the  last  Iavo  meetings  Avith  no  plan 
for  financing.  Then  Ave  found  ourselves  engaging  in  an  informal  meet- 
ing of  the  Council  and  running  Avhat  I  call  a  shell  game,  pushing  the 
shells  around.  We  lifted  one  up  and  found  a  pea  that  constituted  hos- 
pital insurance  contributions  and  decided  that  Avas  the  Avay  we  could 
take  care  of  the  deficit. 

Xow,  again  this  morning,  when  I  heard  Mr.  Van  Gorkom's  presen- 
tation, I  wish  we  could  have  found  another  set  of  meetings  to  discuss 
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more  fuUv;  the  implications  of  the  action  that  was  proposed.  We  never 
discussed'  adequately  the  use  of  the  o-eneral  revenues  but  we  foimd 
ourselves  pushed,  in  this  lasr  session,  into  maldng  a  decision  in  which 
we  do  take  the  liosnital  contributions  and  use  them  to  finance  the 
deficits  in  the  OASDI  program.  My  dissent  is  substantially  related  to 
the  process  in  which  we  engaged. 

Xow.  as  I  say.  I  could  go  on  and  develop  a  lot  more  fully  why  I  felt 
this  stronorly  about  the  action  taken.  I  put  in  a  lot  of  time  and  effort. 
a  lot  of  consultation  and  decided  I  not  only  had  an  obligation  to  object 
to  this  process  which  ]Mr.  Van  Gorkom  admits  and  I  think  anybody 
vou  want  to  talk  to  agrees,  it  can  onlv  eventualiv  reduce  medicare  to 
medicaid. 

There  is  bound  to  be  a  means  test  of  some  sort  applied,  when  you 
begin  to  introduce  general  revenues  in  the  hospital  insurance  program. 

Ax  Alternate  Approach 

I  felt  T  had  an  obligation  also  to  try  to  suggest  another  approach 
and  this  is  contained  in  my  presentation  and  it  is  relatively  simple.  It 
increases  first  the  wage  base,  maybe  S24.000.  moving  gradually  up  over 
a  period  of  time  to  maybe  as  much  as  $28,000.  which  by  the  way  was 
also  enforced  by  the  AFL-CIO  executive  council  at  its  meeting  in 
February. 

Second.  I  thinJi:  there  should  be  a  tax  on  the  employer's  full  payroll : 
third,  with  the  increase  in  the  wage  base,  the  insurance  program  would 
be  overfinanced  and  we  would  take  the  0.2  percent  tax  on  employee 
and  employer  that  goes  in  effect  in  197S  and  shift  that  over  to  the  cash 
side  of  the  picture.  ^Iv  final  recommendation  is  to  restore  to  the  Social 
Security  Act  the  authority  to  appropriate  to  the  trust  fimds  moneys 
from  the  s-eneral  revenues. 

Under  this  formulation  I  developed,  we  would  come  out  with  a  plan 
that  would  enable  us  to  move  well  into  the  late  1980's — with  the  in- 
crease in  the  wage  base,  the  shift  of  this  small  health  insurance  increase 
over  to  the  cash  benefi.t  side  of  the  picture  and  then  maybe  in  the  latter 
part  of  the  century,  we  would  have  to  m.ove  gradually  into  the  use  of 
general  revenues. 

I  was  intrigued  when,  at  the  Council's  press  conference  on  Friday 
morning.  ]Mr.  Weinberger,  to  whom  we  were  reporting,  failed  to  ap- 
pear. However,  his  presence  was  felt  in  terms  of  the  ?t?.tement  he  put 
out,  in  whiv'^h  he  objected  to  the  use  of  the  general  revenues  for  financ- 
ing the  medicare  part  of  the  social  securitv.  Then  on  the  same  day  the 
President  also  voiced  a  similar  objection.  Thus  from  the  standpoint  of 
where  fae  votes  count  and  from,  the  standpoint  of  the  persons  to  whom 
we  made  this  report,  the  Council  stru'^k  out  with  respect  to  how  the 
system  should  be  financed  in  the  period  ahead. 

If  we  had  the  time"loday.  I  would  enjoy  getting  into  a  discussion 
on  raising  the  wa^e  base — what  it  really  does — in  terms  of  the  fact 
that  it  does  not  affect  capital  fonnaticn.  does  not  affer-t  ability  of  the 
people  to  purchase  annuities.  I  particularly  want  to  em.phasize  that 
probabjv  less  than  a  third  of  the  people  under  social  security  have  any 
kind  o"^  annuities.  The  Council  report  talks  about  our  inconie  protec- 
tion system — SSI  which  is  a  means  test.  Social  security,  and  private 
anr!n'tir>s  avnilnble  only  to  a  favored  minoritv. 

Private  pension  arrangements  are  available  only  to  about  one-third 
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of  the  people  on  social  security  and  it  will  be  years  before  even  half  of 
the  social  security  recipients  will  be  covered  by  private  pensions. 

The  only  solid  income  protection  system  we  have  is  the  social  security 
system.  This  I  have  emphasized  in  my  dissent. 

"  Senator  Church.  Thank  you  very  much,  Mr.  Danstedt.  Your  pre- 
pared statement  will  now  be  inserted  in  the  record. 

[The  prepared  statement  follows :] 

PREPAHED  STATEMENT  GF  RUDOLPH  T.  DANSTEET 

ilr.  Chairman  and  members  of  ttie  committee.  I  am  Rndolph  T.  Danstedt, 
assistant  to  the  pi'esident  of  the  National  Council  of  Senior  Citizens  and  a  pub- 
lic member  of  the  1974^75  Advisory  Council  on  Social  Security. 

I  welcome  this  opportunity  to  respond  to  several  questions  you  have  proposed 
to  me.  but  -^-ould  also  like  to  lay  forward  some  observations  on  the  acrivilies  of 
this  Advisory  Council, 

Tour  first  question  asks  why  a  decision  was  made  at  such  a  late  date  and  in 
such  a  short  time  to  change  the  nature  of  the  hospital  insurance  part  of  Medi- 
care from  a  contributory  insurance  system  to  a  system  which  would  be  supported 
entirely  by  general  revenues. 

I  think  it  is  important  to  indicate  that  the  Council  had  only  9  months  in 
which  to  pursue  its  activitie.'! — less  than  half  the  time  available  to  the  1970-71 
Advisory  Council.  AVe  were  not  appointed  and  organized  until  April  1974.  al- 
though the  legislation  under  which  we  were  authorized  would  have  permitted 
the  Secretary  of  the  Department  of  Health.  Education,  and  Welfare  to  appoint 
this  Council  in  late  1973.  This,  together  with  the  fact  that  we  were  up  a?ain.st 
the  findings  of  the  1974  Report  of  the  Board  of  Trustees  that  the  cash  benefits 
program  of  Social  Security  (OASDI  t  over  a  7.j-year  span  was  facing  a  long-range 
deficit  of  about  3  percent  of  payroll,  caused  us  to  focus  upon  the  cash  benefits 
Iiro-ram.  Reluctantly  and  with  considerable  personal  reservation,  I  agreed  with 
f.th^r  members  of  the  Council  that  we  didn't  have  the  time  to  examine  the  Medi- 
care program. 

This  decision  was  reflected  in  the  activities  of  the  Finance  Committee,  of 
which  I  was  a  member,  and  caused  us  to  ask  our  Consultants — two  economists 
and  three  actuaries — to  for-us  exclusively  on  the  factors  that  affC'-^tpd  the  cish 
benefit  program.  Early  in  the  deliberations  of  the  Finance  Committt^e.  ns  I  am 
sure  previous  witnesses  have  indicated,  we  identified  the  problem  that  the  auto- 
matic formula  in  the  Social  Security  Act— because  of  double  digit  inflation — 
was  producins  and  charged  nur  consultants  with  developing  a  method  for 
"der-onpling"  the  system.  Incidentally,  the  terms  "coupling"'  and  "decoupling" 
are  apparently  new  terms  in  the  social  security  vocabularly — at  least  I  have  found 
them  to  be— and  various  social  security  experts  I  have  consulted  recosmi'^e'l  the 
;.hpnomenon  but  had  not  heard  the  term. 

I  want  to  underline  asain  that  both  the  short-range  and  lonsr-ra-nse  de'^cits  m 
the  social  security  system  are  on  the  cash  benefit  side,  and  I  think  the  Coun<-il 
afted  very  responsibly  in  analyzing  the  causes  of  this  deficit,  and.  how  th»-ongh  a 
•••Incounling'  system  this  deficit  might  in  the  course  of  time  be  considerably 
alleviated.  .  ^  ^^     ^         „ 

An  examination  of  how  we  spent  the  nine  2-diy  me^hngs  of  the  CotiDcil- 
between  ?i[av  3  and  4.  1974  and  the  ooncluding  2-day  meetincrs  on  .Tannary  19 
and  20,  197.5 — offers  an  explanation  but  not  a  justification  for  compac^^inc  ^he 
fundamental  fiscal  decisions  of  the  Council  to  its  last  two  sets  of  2-day  meetinsrs — 
ac^tuallv.  its  very  last  2-day  meeting.  Probably,  three  or  four  2-day  mee^:n2s  wpre 
.'^pent  in  general  orientation  and  familiari-'ation  with  the  Snr-ia!  Security  pro- 
gram. Two  other  2-^day  meetings  were  d^^voted  in  substantial  part,  under  *^he 
fiffht  restrictions  imposed  by  the  fiscal  situati'^.n.  to  reviewing  the  retirement 
base,  the  definition  of  disability  and  the  minimnm  benefit  with  a-yie?d  of  no  srreat 
significance.  As  n  matter  of  fact,  several  of  us  later  rejected  th^  rTorroswl  for  the 
so-called  liberal i^ation  of  the  retirement  tf^t  as  unnecessary,  and  tli«»-ltbpraliza- 
Hon  of  the  disability  definition  as  Inadequate.    ■  '"   =■-■.= 

In  the  upxt  to  the  last  of  the  2-day  meetings,  th^  majority  agreed"te'S-^ropo-^al 
that  wouM  ra'sp  the  wage  base  fo  *24.9no  a.nd  raise  the  tax  rat^J  fliod«i+1y  at 
fir.-^t  and  th^n  much  m.ore  substantially  as  we  moved  into  the  twenfv-^.rstr^ertury. 
This  fornuilation  under  the  assumptions  under  which  we  operated — a  fertilit.^ 
rate  of  2.1,  an  average  increase  of  5  percent  in  wages  and  an  average  increase  of 
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3  percent  in  consumer  prices — ^^^•oulcl  liave  provided  for  both  the  short-range  and 
long-ran;;e  delicits.  A  minority  of  us  supported  an  increase  in  the  wage  base  of 
S24,0(X),  but  objected  to  an  increase  in  the  tax  rate,  recommending  instead  that 
there  be  no  increase  in  tlie  tax  rate,  but  that  we  call  upon  the  general  revenues, 
modestly  at  first  and  then  in  the  twenty-first  cejitury  more  substantially,  moving 
up  perhaps  well  in  the  twenty-first  century  to  one-third  employer,  one-third  em- 
ployee and  one-third  general  revenues.  At  the  last  meeting  of  the  Council,  how- 
ever, the  majority  rescinded  the  earlier  proposal  for  a  wage  base  increase  to 
S24.000  and  an  increase  in  the  tax  rate,  arguing  that  an  increase  to  $24,000  base 
would  interfere  with  capital  formation  and  the  purchase  of  private  annuities. 
Thus  the  Council  found  itself  on  the  next  to  last  day  of  its  deliberations  v^-ithout 
any  financing  proposal. 

That  evening,  at  what  amounted  to  a  "buzz*'  session — it  was  not  an  official  meet- 
ing of  the  Council — and  in  \\hat  was  a  sort  of  fiscal  shell  game — the  pea  was 
found  under  the  hospital  insurance  shell.  The  argument  was  advanced,  as  you 
have  heard  already  from  previous  witnesses,  that  contributions  for  hospital 
insurance  are  not  wage  related  and  that  benefits  bore  no  relation  to  the  contribu- 
tions made.  Therefore,  it  was  held  tliat  there  is  no  real  reason  for  funding  such 
costs  by  a  tax  on  wages.  Hospital  expenditures,  it  was  argued,  would  seem  to  be 
more  properly  funded  from  the  general  revenues.  This  proposal  was  then  formally 
laid  before  the  Council  and  imder  pressure  of  terminating  the  Council's  aftivities 
and  without  due  and  deliberate  consideration  was  approved  by  a  majority— 
a  vote  of  S  :5. 

I  am  prepared  to  say  that  had  we  given  this  proposal  the  careful  consiuei-ation 
it  deserved  and  perhaps  even  postponed  action  until  one  more  meeting,  the  iiro- 
posal  would  not  have  been  approved.  There  is  no  question  in  my  mind  or  that 
of  any  careful  student  of  the  social  security  system  but  that  the  hospital  insur- 
ance program  is  just  as  much  social  insurance  as  the  cash  benefit  progra'.n.  Pa.v- 
roll  contributions  to  hospital  insurance,  as  is  true  of  the  OASDI  cash  benefits 
program,  constitute  a  contract  between  the  worker  and  his  government  that  when 
he  retires  and/or  is  disabled,  his  income  falls  and  the  incidence  of  illness  rises, 
his  cost  of  hospital  care  will  be  substantially  provided  for.  Financing  hospital 
insurance  exclusively  from  th<i  general  revenues  destroys  the  right  to  sucli  hos- 
pital insurance  payments,  opens  the  door  to  the  application  of  a  means  test  and 
eipiates  the  program  with  Medicaid. 

As  I  have  stated.  I  am  sure  that  had  there  lieen  an  opportunity  for  a  subse- 
quent meeting  to  weigh  fully  and  carefully  the  implications  of  the  action  taken 
bv  the  Council  on  its  last  day.  this  proposal  would  have  been  defeatett. 

'  You  will  note  that  there  are  five  of  us  who  filed  supplementary  statements  and 
object  strongly  to  the  Council's  action  to  capture  hospital  insurance  contributions 
to 'finance  the'deficit  in  the  cash  benefits  program.  Another  member  of  the  Coun- 
cil, who  was  unalde  to  meet  the  deadline  for  filing  a  supplementary  statement,  is 
also  opposed  to  the  transfer.  My  analysis  at  this  point  produces  then  a  vote  of 
7  :0  for  the  proposal — a  bare  majority. 

The  employee  representatives  on  the  Council,  who  were  selected  individually 
instead  of  from  a  panel  propftsed  by  the  AFL-CIO— as  has  been  long  past  prac- 
tice— were  in  my  judgment,  inadequately  advised  by  their  consultant — an  em- 
l)lovee  of  the  Department  of  Labor.  Had  they  been  afforded  an  opportunity  to 
examine  and  deliberate  fully  the  Council's  proposal.  I  am  certain  they  would 
have  opposed  it.  My  analysis  now  produces  a  vote  of  4:9  against  the  transfer 
of  hospital  eontribiitions.  We  would  then  have  been  down  to  the  hard  rock  and 
compelled  to  choose  between  an  approach  similar  to  the  one  I  present  iii  my  dis- 
sent or  one  requiring  at  least  a  1  percent  increase  in  the  tax  rate  now  and  a  nnich 
more  substantial  increase  in  the  rate  later. 

The  Council's  proposal  to  use  the  general  revenues  for  financing  the  hospital 
]u-ogram  got  promptly  vetoed  by  the  Administration.  When  the  Report  was  sched- 
uled to  be  presented  to  HEW  Secretary  Weinberger  on  Friday,  March  7.  107n, 
although  the  Secretary  was  not  present,  his  presence  was  felt  in  the  press  state- 
ment he  issued  which  read  in  part : 

The  only  recommendation  of  the  Advisory  Council  I  must  oppose  now  js 
the  one  which  calls  for  the  introduction  of  substantial  amounts  of  general 
revenue  financing  into  the  .social  security  system.  I  think  such  a  step  would 
be  inappropriate  for  a  program  whose  strength  has  depended  so  heavily  on 
support  by  working  people  and  their  employers.  We  should  find  other  ways 
to  solve  the  financing  problems  in  social  security. 
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Later  on  the  same  day  a  statement  by  the  President  indicated  that  such  a  shift 
(i.e.,  the  use  of  general  revenue  funds  for  financing  hospital  insurance)  would 
depart  from  the  "earned  right  principle"  that  he  strongly  supports  as  a  basic 
feature  of  social  security. 

The  proposal  which  I  make  in  my  supplementary  statement  and  dissent  might 
possibly  appeal  to  Mr.  Weinberger  and  the  President  because  it  is  realistic,  solid 
and  tiscally  responsible.  It  also  postpones  well  beyond  their  incumbency  any 
use  of  the  general  revenues.  The  elements  of  this  proposal  are  : 

XCSC  Proposals 

1.  Beginning  in  calendar  year  1977  the  maximum  amount  counted  for  the 
computation  of  benetits  and  for  contributions^ — the  wage  base — should  be  raised 
above  the  approximately  $16,S00  that  can  be  expected  to  be  in  effect  in  1977 
under  present  law.  The  economic  impact  of  such  an  increase  would  not  be  felt 
until  the  fall  of  1977  because  it  is  not  until  then  that  any  significant  number  of 
workers  would  have  earnings  that  exceed  the  $16,800  figure  that  would  be  in 
effect  in  any  event.  The  exact  amount  of  the  increase  in  the  earnings  base  should 
be  determined  by  whether  it  is  to  be  done  in  one  step  or  in  several  steps.  One 
alternative  is  to  increase  the  amount  to  $24,000  in  1977  and  Lave  it  rise  auto- 
matically from  this  figure  as  wages  increase.  Another  possibility  is  to  provide 
for  more  gradual  increases,  that  is,  a  lesser  increase  for  1977,  compensated  for 
by  larger  increases  later.  It  is  of  interest  to  note  that  the  AFL-CIO  Executive 
Council  has  endorsed  moving  the  wage  base  up  to  $28,000  over  a  period  of  years. 

2.  A  tax  on  the  employer's  full  payroll.  A  maximum  on  the  benefit  and  con- 
tribution base  for  individual  workers  is  appropriate  since  the  amount  that 
people  pay  and  the  amount  that  is  credited  to  their  record  for  benefit  purposes 
should  be  tied  together,  and  it  would  seem  unreasonable  under  social  insurance 
to  compute  benefits  on  the  very  high  salai'ies  earned  by  the  top  2  or  3  percent  of 
the  wage-earning  portion  of  the  population.  There  is  no  similar  need  for  a 
limitation  on  employer's  payroll.  The  tax  on  employer's  payroll  is  less  now  than 
contemplated  in  the  original  Social  Security  Act.  There  was  then  provided  an 
ultimate  combined  employer  tax  rate  for  social  security  and  unemployment  com- 
pensation totalling  6  percent.  Because  of  the  lower  proportion  of  wages  now 
covered  under  the  experience  rating  of  unemployment  compensation  and  the 
increased  tax  deductible  advantages  now  available  through  corporate  tax  laws, 
the  tax  burden  on  employers  is  now  significantly  less  than  provided  by  the 
original  law. 

3.  That  since  the  hospital  insurance  program,  becau.se  of  the  rise  in  the  wage 
base,  will  be  over  financed,  the  197S  scheduled  increase  of  0.2  percent  of  payroll 
to  employees  and  the  like  amount  on  employers,  be  allocated  to  the  cash  benefit 
progra  m. 

4.  That  there  be  restored  to  the  Social  Security  law  the  provision  for  general 
revenue  financing  that  existed  from  1944-50  which  reads :  "There  is  also  author- 
ized to  be  appropriated  sums  as  may  be  required  to  finance  the  benefits  and 
payments  provided  for  in  this  title." 

These  first  three  recommendations,  according  to  the  best  estimates  I  have 
been  able  to  obtain,  will  solve  the  .short-run  financing  problem  of  the  cash  benefit 
program  and  carry  the  cash  benefit  program  on  a  self-sufl!icient  basis  well  into 
lOSb's.  Then,  depending  on  what  happens  to  the  wage  and  cost  of  living  rates,  a 
limited  contribution  may  be  required  from  the  general  revenues  in  the  last 
decade  of  this  century. 

Finally,  with  respect  to  the  twenty-first  century,  my  statement  sees  no  need 
to  provide,  on  the  basis  of  a  highly  speculative  set  of  assumptions  concerning 
the  movement  of  wages  and  prices,  a  set  of  contribution  rates  in  the  next  century 
that  are  any  higher  than  those  required  to  support  the  program  over  the  next 
few  decades,  and  have  recommended  that  it  would  be  more  reasonable  now  to 
provide  specifically  for  contribution  income  to  finance  the  present  program  over 
such  a  period,  and  at  the  same  time  to  restore  to  the  social  sec\irity  law  the 
provision  for  general  revenue  financing  that  was  contained  in  the  law  from 
1944  to  1950. 

Age  Distribution  No  Barrier 

My  statement  further  holds  that  the  predicted  change  in  the  age  composition 
of  the  population  does  not  present  any  major  increase  in  the  burden  of  supporting 
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non-workers.  Tile  very  assumptions  that!  lead  to  an  increasing  proportion  of  older 
])eople  to  those  of  working  age  leads  to  a  smaller  number  of  children  per  person 
of  working  age.  Taking  the  two  nonworking  parts  of  the  population  together — 
the  retired  aged  and  children — there  is  little  change  in  the  ratio  of  dependents 
to  workers.  Tims  the  resources  now  required  for  the  upbringing  and  education  of 
children  can  xmder  these  population  assumptions  be  directed  toward  providing 
for  older  people,  at  least  in  port,  without  any  increased  burden  on  current 
workers.  Under  such  circumstances  there  is  little  doubt  also  hut  that  labor  force 
participation  of  older  people  would  increase.  Cost  savings  to  social  security 
would,  of  course,  result  from  such  increased  labor  force  participation  by  older 
people.  It  is  not  necessary  to  change  the  legal  age  at  which  an  individual  becomes 
eligible  for  benefits,  as  discussed  in  the  Council.  With  greater  opportunity  for  em- 
ployment, the  cost  savings  will  come  about  automatically.  The  proposal  to  change 
the  legal  age  of  entitlement  not  only  violates  the  agreement  between  the  social 
security  payee  and  his  government,  but  penalizes  the  person  who  chooses  to  retire 
or  has  to  retire  because  of  health  or  employment  circumstances. 

It  is  al.«o  possible  that  costs  in  the  next  century  measured  as  a  percentage  of 
covered  payroll  will  be  smallpr  than  indicated  by  current  estimates  because  of 
greater  labor  force  particiua<-ion  by  women.  With  smaller  families  such  a  result 
would  seem  to  be  nuite  likely.  Most  fundamental,  of  course,  is  the  long-range 
trend  of  productivitv  increases.  Althoua-h  as  indJca<"ed  earlier,  the  long-range 
actuarial  deficit  of  the  svstem  is  3  percent  of  payroll  with  an  assumption  of  5 
percent  increases  in  wages  and  3  percent  increases  in  prices  and  a  6  percent  of 
pavroll  dofif'it  on  a  long-range  assumption  of  a  fi  percpnt  increase  in  wages  and 
a  4  percent  increase  in  prices,  an  a.ssnmption  of  a  5  percent  increase  in  wages  and 
a  2  percent  in  prices  shows  the  present  program  to  be  fully  financed !  Thus, 
whetlx'i-  or  not  tli^'-e  reallv  is  n  long-rance  f  nan^ng  problem  for  social  security 
depends  on  a  hiehlv  speculative  .set  of  assumptions  about  fertilit.v  rates,  labor 
force  participation  rates,  and  long-range  movement  of  wages  and  prices  and  the 
productivity  of  the  labor  force. 

T  b.-Hvp  (irp'oved  mv  participation  on  this  citizens'  board  of  review  of  Social 
Security,  and  the  oyiportunity  to  understand  the  system  better  and  to  make  per- 
haps some  small  contribution. 

T  wish  that  we  had  been  allowed  moro  time  and  that  we  had  not  been  so 
burdened  bv  the  specters  of  double-digit  inflation  and  recession. 

I  have  resented  on  occasion  what  I  considered  over-representation  of  econo- 
mists who  seem  to  view  the  social  security  system,  as  a  massive  tax  program  that 
needs  restru'^turing  at  the  expense  of  the  benefits  provided. 

However.  T  bave  comp  out  of  this  experience  subscribing  fully  to  the  con- 
viction contained  in  the  title  of  the  recently  issued  White  Paper,  endorsed  by  five 
former  HEW  Secretaries  and  throe  former  Social  Security  Commissioners, 
"Social  Securitv  :  A  Sound  and  Durable  Institution  of  Great  Value."  that  (1) 
the  shor<^-terrii  financial  problems  of  the  system  are  clearlv  manageable  without 
radical  change,  and  (2)  that  anv  long-ransie  problems  in  financing  can  and  will 
be  met  in  a  way  to  fully  redeem  the  promises  made  to  social  security  contributors. 

Senator  Cttttrch.  Mr.  Danstedt,  since  you  did  comment  on  the  pace 
with  which  the  Council  reached  its  conclusion,  respecting  the  means 
to  be  follo-vv^c!  for  some,  or  for  solvinjj  the  financial  problems  facins; 
social  sefTiritv.  and  since  i^^r^  Social  Security  Advisory  Council  did  jxo 
into  wage  control,  do  you  believe  that  representation  for  elderly  con- 
sumers on  the  Council  is  adequate? 

IVIr.  Danstedt.  Well,  I  guess  I  was  the  only  person  who  represented 
the  elderly  consumer  on  the  Social  Security  Council.  I  think  there  was 
one  other  at  the  point  of  retirement. 

Mr.  Smith.  That  is  I. 

Mr.  Danstedt.  There  may  have  been  two  of  us.  Yes,  I  think,  I  think 
we  ought  to  view  the  Social  Security  Advisory  Council  a?  not  a  great 
big  technical  body  that  is  supposed  to  be  wise  and  answer  all  of  the 
problems  of  the  social  security  system  but  rather  as  a  citizens'  board 
of  review  of  the  social  security  system,  so  T  think  it  ought  to  be  repre- 
sentative of  the  persons  who  are  now  availing  themselves  of  the  social 
security  program. 
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'  r  ag^iVm'^'tli^ 'reason  it  lias  an  employer-empioj^ee  lepriagentation  is 
also  to  gjet  representation  from  the  groups  iielping  to  support  the  pro- 
gram. I  would  think  it  wouldmake  a  great  deal  of  sense,  since  this 
program  is  so  important  to  the  welfare  of  the  older  people  and  dis- 
abled, to  insure  there  is  representation  from  those  areas. 

Senator  Church.  In  the  report,  you  take  the  position  of  opposing  a 
full-time  body  on  issues  to  come  before  the  next  Advisory  Council. 
Would  you  care  to  elaborate  on  the  reasons? 

Challenge  to  Nongoat^rnmea'tal  Survey 

Mr.  Danstedt.  As  I  recall,  I  objected  very  strongly  in  my  dissent. 
To  go  outside  to  some  nongovernmental  research  organizations,  to 
make  some  kind  of  examination  or  study  of  the  social  security  system, 
seemxS  to  me  almost  ridiculous. 

Senator  Church.  Were  you  afraid  that  might  be  turned  over  to  a 
Brookings  Institute? 

Mr.  Danstedt.  No  ;  I  think  there  was  another  group.  I  cannot  recall 
it  at  the  moment.  It  might  be  even  further  to  the  right  than  the  Brook- 
ings Institute. 

Mr.  Smith.  American  Enterprise  Institute. 

Mr.  Daxstedt.  We  have  expertise  in  the  Social  Security  Adminis- 
tration and  in  other  branches  of  Government  and  there  are  ways  in 
w^hich  Ave  can  get  volunteer  help  or  help  can  be  purchased. 

For  example,  we  found  in  the  instance  of  tlie  Finance  Committee,  the 
economic  consultants,  and  actuaries  verj^  helpful  to  us  in  making  our 
decision  at  that  point.  I  do  not  think  Ave  need  a  device,  say,  of  a  special 
group,  set  up  apart  from  the  Advisory  Council,  to  make  an  intensive 
study.  We  have  to  focus  on  the  citizens'  board-re A'icAv  approach. 

Senator  Church.  I  notice  in  the  President's  reaction  to  the  report 
of  the  Council,  he  agreed  with  you,  JNIr.  Smith.  He  took  exception  to 
the  recommendation  of  the  Council  that  medicare  being  utilized  for 
purpose  of  financing  social  security  and  that  as  its  revenues  Avere 
phased  into  the  social  security  account,  general  reA^enues  be  used  to 
substitute  medicare. 

HoAveA'er,  the  President  has  also  recommended  that  the  law  be  re- 
Aased  to  limit  the  amount  of  benefit  in  the  coming  adjustment  in  July 
to  5  percent,  instead  of  8.7  percent  which  reflects  the  increase  in  cost 
of  living. 

What  is  your  position  with  regard  to  that  matter,  Mr.  Smith? 

]Mr.  Smith.  I  Avould  not  favor  limiting  the  increase  to  5  percent.  I 
think  in  effect  a  compact  has  been  made  which  the  Congress  is  moral Iv 
obligated  to  carry  through. 

Senatoi-  Church.  It  seems  to  me  if  we  are  going  to  have  a  retirenient 
program  that  is  going  to  be  Avorking.  it  has  to  be  made  inflation  proof. 

Is  it  not  true  that  the  best  thing  that  could  be  done  to  remedy  the 
problems  that  now  face  social  security  AA'ould  be  to  stabilize  our 
economy?    . 

Effect  or  Inflation 

Mr.  Smith.  Of  course.  I  do  think,  however,  that  when  the  provision 
was  installed  for  increasing  benefits  by  virtue  of  increases  in  the  cost 
of  living,  it  may  haA^e  lacked  some  control  that  would  haA'e  been  useful 
and  proper. 
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True  enough,  to  put  it  as  you  said,  tlie  intco-rity  of  tlie  system  needs 
to  have  some  sort  of  increasing  arrangement  to  overcome  the  ravages 
of  cost  of  living  but  whether  it  needs  to  go  to  100  percent  is  the  ques- 
tion. I  think. 

I  think  the  wage  earners  today  are  not  being  protected  to  that  ex- 
tent. People  who  are  working  currently,  you  and  I  and  others,  are  not 
being  fully  protected ;  our  wages  are  not  going  up  as  fast  as  inflation. 
We  suffer'  in  this  regard,  a  gradual  decliiie  in  the  standard  of  living, 
on  this  account.  To  protect  pensioners  to  the  full  extent  of  100  percent 
may  be  a  little  out  of  joint  as  compared  with  the  rest  of  the  country. 

Perhaps  some  modifications  of  the  full  increase  would  have  been 
wise  when  the  law  was  originally  j)roposed  and  adopted,  to  maintain 
some  degree  of  equality  between  those  who  work  and  those  who  do 
not  want  to  work.  That  would  have  helped  to  maintain  a  little  better 
control  of  the  costs  as  well. 

My  own  company  has  a  pension  plan  that  has  a  cost-of-living  esca- 
lator in  it  but  we  have  a  definite  limit  on  it.  That,  of  course,  is  a  little 
different  proposition;  it  is  therefor  financial  protection  of  the  com- 
pany, so  to  speak.  If  necessary,  we  supplement  that  furtlier  by  increas- 
ing "payments  on  a  voluntary  basis  by  action  of  the  board  of  directors 
atthe  appropriate  time.  If  and  when  we  do,  I  do  not  think  we  will 
go  all  the  way  to  the  full  limit  of  the  increase  in  the  CPI — I  think 
that  would  he  overbalancing  the  situation  between  the  retired  people 
and  tlie  active  people. 

Senator  Chueci-i.  As  I  listened  to  Mr.  Van  Gorkom  this  morning,  it 
struck  me  that  all  of  the  projects  are  based  upon  the  expectation  that 
Ave  Avill  continue  to  live  with  inflation  for  the  rest  of  our  lives  or  as 
far  ahead  as  we  can  perceive.  He  spoke  also  of  the  suddenly  changing 
relationship  between  wages  and  the  cost  of  living  and  Avas  unable  to 
saA'  for  sure  Avliether  that  Avas  also  a  change  that  we  would  continue 
to'live  Avith  in  the  future  or  whether  it  Avas  simply  a  temporary  phe- 
nomena but  there  we  were  able  to  solve  the  problems  of  stagflation  in 
this  country,  which  are  recent  problems. 

It  is  possible,  like  in  the  Eisenhower  years,  to  maintain  a  stable 
economy  without  inflation:  it  Avas  possible  even  in  the  Kennedy  years 
prior  to  the  Vietnam  war  to  maintain  a  A^ery  modest  rate  of  inflation, 
about  lyo  percent  a  year. 

Now,  s~uddenly.  Ave  are  told  the  economy  has  been  restructured  and 
Ave  will  have  to'  accept  inflationary  rates  of  A'ery,  very  substantially 
above  those  in  the  past  and  we  haA^e  to  accept  a  large  unemployment 
level  as  well. 

Well,  if  that  is  the  case,  then  it  is  not  surprising  that  social  security 
should  suffer.  EA'erything  else  based  on  long-term  planning  is  in  trou- 
ble and  I  think  that  we  could  correct  the  underlying  problems  in  the 
economy;  we  would  not  have  to  worry  about  the  future  solvency  of 
the  social  security  system. 

Mr.  Smith.  You  are  certainly  correct.  I  fully  subscribe  to  that. 

Senator  Church.  Well,  thank  you  very  much,  ]Mr.  Smith.  Thank 
you  both  for  your  testimony  this  morning.  It  has  been  very  helpful. 

The  committee  will  meet  again  tomorrow  morning  at  10  a.m.  in 
room  4221,  Dirksen  Building,  for  continuation  of  these  hearings. 

[Whereupon,  the  hearing  was  recessed  at  12 :15  p.m.] 
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STATEMENT  BY  SENATOR  HIRAM  L.  FONG  ON  SENATE 
JOINT  RESOLUTION  5,  REPRINTED  FROM  THE  CON- 
GRESSIONAL RECORD,   MARCH  13,  1975 

Need  for  Independent  Social  Security  CoMiiissioN  Reinforced 

Mr.  FoNG.  Mr.  President,  reports  on  social  security  by  two  panels  during  the 
past  several  weeks  have  considerably  strengthened  my  view  that  there  needs 
to  be  an  independent,  bipartisan,  permanent  National  Social  Security  Commis- 
sion as  proposed  iu  Senate  Joint  Resolution  5  which  I  have  previously  intro- 
duced with  cosponsorship  by  Senators  Fannin,  Tower,  Thubmond,  Brock, 
DoMENici,  and  Hansen. 

The  most  recent  of  these  reports  was  that  released  last  Friday  by  the  Ad- 
visory Council  on  Social  Security.  Three  weeks  earlier  there  was  an  important 
report  on  social  security  hnancing-  with  special  reference  to  long-range  actuarial 
estimates  by  a  special  Finance  Committee  panel  of  actuaries  and  economists. 

In  both  reports,  there  were  recommendations  for  additional  studies  of  the 
type  that  would  be  carried  out  on  a  continuing  basis  by  the  National  Security 
Commission  proposed  in  Senate  Joint  Resolution  5. 

I  strongly  urge  that  every  Member  of  the  Congress  give  careful  attention 
to  findings  by  the  Finance  Committee  panel  and  the  Advisory  Council.  No  less 
important  should  be  careful  noting  of  the  extensive  problems  which  these  groups 
recognized  as  incapable  of  adequate  review  within  the  short  period  of  time  each 
group  had  for  its  work. 

Because  of  the  tremendous  size  of  the  social  security  system  and  the  varied 
ways  in  which  it  has  impact  on  every  American,  it  is  inevitable  that  there  will 
always  be  major  problems  deserving  of  careful  study  by  qualified  experts.  It  is 
precisely  for  this  reason  that  I  believe  creation  of  a  permanent,  bipartisan 
National  Social  Security  Commission,  is  so  important  to  the  American  people 
and  would  be  extremely  useful  to  the  Congress. 

One  of  the  major  recommendations  by  the  Advisory  Council  affords  a  gocxl 
example  of  the  kind  of  problem  that  needs  most  thorough  study  and  the  kind 
that  deserves  much  full(>r  exposure  to  public  opinion  and  indei-endent  expert 
review  than  is  possible  with  any  short-term  ad  hoc  review  council  or  committee. 

I  have  reference  to  the  Advisory  Council's  recommendation  that  there  be  a 
gradual  shift  in  medicare  financing  from  the  social  security  tax  to  general 
revenues  and  the  apjilication  of  social  security  tax  funds  so  freed  to  the  old 
age,  survivors,  and  disabilities  cash  benefits  program.  This  proposed  abandon- 
ment of  the  contributory  principle  for  financing  medicare  has  already  arotised 
heated  critical  comments  even  from  those  who  strongly  favor  some  general 
revenue  financing  of  social  security  as  a  whole. 

In  any  judgment  such  a  radical  departure  from  the  past  is  one  which  should 
be  studied  very,  very  carefully — with  studies  and  analyses  made  of  all  the 
alternatives  and  variables.  Only  M-hen  these  alternatives  are  laid  out  for  Con- 
gress, should  any  departure  be  considered  from  the  earnings  contribution 
financing  of  medicare  or  any  other  benefit  program  under  social  security. 

Other  recommendations  by  the  Advisory  Council  deserve  equally  thorough 
analysis  of  a  kind  which  I  fear  no  group  of  men  and  women  can  give  in  so  short 
a  time  as  the  Advisory  Council  had — no  matter  how  capable  or  dedicated  its 
membership  may  be. 
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SOCIAL    SECUEITY    COMMISSION    MEMBEKSHIP 

Because  they  reflect  the  kinds  of  background  which  should  be  requisites  of 
persons  named  as  members  to  the  National  Social  Security  Commission,  and 
because  their  work  deserves  personal  recognition,  it  is  appropriate  that  the 
Finance  Committee  panel  members,  and  both  members  and  consultants  for  the 
Advisory  Council  on  Social  Security  be  named  in  these  remarks. 

The  Finance  Committee  study  panel  consisted  of : 

Chairman  William  Hsiao,  Ph.  D.,  associate  professor  of  economics  at  Harvard 
University  and  former  Deputy  Chief  Actuary  of  the  Social  Security  Adminis- 
tration. 

Peter  A.  Diamond,  Ph.  D.,  associate  professor  of  economics  at  Massachusetts 
Institute  of  Technology  and  a  fellow.  Econometric  Society. 

Meyer  Melnikoff,  F.S.A.,  senior  vice  president  and  actuary  of  the  Prudential 
Insurance  Co.  of  America  and  a  member  of  the  Pension  Research  Council  at 
the  Wharton  School  of  the  University  of  Pennsylvania. 

Ernest  J.  Moorhead,  F.S.A.,  a  consulting  actuary  who  had  had  employment 
with  several  insurance  companies  and  has  served  as  president  of  both  the  Society 
of  Actuaries  and  the  Academy  of  Actuaries. 

Edmund  S.  Phelps,  Ph.  D.,  professor  of  economics  at  Columbia  University,  a 
fellow,  Econometric  Society,  and  a  member  of  the  board  of  editors  of  the  Ameri- 
can Economics  Review. 

Walter  Shur,  P.S.A.,  executive  vice  president  of  the  New  York  Life  Insur- 
ance Co.  and  the  author  of  several  papers  published  in  the  transactions  of  the 
Society  of  Actuaries,  including  a  paper  on  the  tinancing  of  Federal  retirement 
systems. 

Membership  and  consultants  for  the  Advisory  Council  on  Social  Security  were 

as  follows : 

MEMBEESHIP   OF   THE  COUNCIL 

Chairman  W.  Allen  Wallis,  chancellor  of  the  University  of  Rochester,  and  a 
former  Special  Assistant  to  President  Eisenhower. 

Stanford  D.  Arnold,  secretary-treasurer,  Michigan  State  Building  and  Con- 
struction Trades  Council,  AFL-CIO. 

John  W.  Byrnes,  attorney;  former  U.S.  Representative  from  Wisconsin  and 
former  ranking  minority  member  of  the  House  Ways  and  INIeans  Committee. 

Rita  Ricardo  Campbell,  Ph.  D.,  senior  fellow.  Hoover  Institution,  Stanford 
University ;  former  member  of  President's  Committee  on  Health  Services 
Industry. 

Edward  J.  Cleary,  secretary-treasurer,  New  York  State  Building  and  Con- 
struction Trades  Coimcil,  AFL-CIO. 

Rudolph  T.  Danstedt,  assistant  to  the  president  of  the  National  Council  of 
Senior  Citizens. 

Edwin  J.  Faulkner,  president.  Woodman  Accident  and  Life  Co. 

Vernon  E.  Jordan,  Jr.,  executive  director.  National  Urban  League.  Mr.  Jordan 
was  unable  to  participate  in  the  council's  work  and  was  represented  by  Thomas  E. 
Mitchell,  Washington,  D.C.,  deputy  director,  Washington  Bureau,  National 
Urban  League. 

Elizabeth  C.  Norwood,  assistant  research  director.  Eastern  Conference  of 
Teamsters. 

John  J.  Scanlon,  executive  vice  president  and  chief  financial  officer,  retired, 
American  Telephone  &  Telegraph  Co. 

J.  Henry  Smith,  chairman  of  the  board.  Equitable  Life  Assurance  Society  of 
the  United  States  and  fellow,  the  Society  of  Actuaries. 

J.  W.  Van  Gorkom,  president.  Trans  Union  Corp. 

Arnold  R.  Weber,  Ph.  D..  vice  chairman,  dean.  Graduate  School  of  Industrial 
Administration,  Carnegie-IMellon  University:  former  Assistant  Secretary,  De- 
partment of  Labor;  former  Associated  Director,  Office  of  Management  and 
Budget. 

CONSULTANTS   TO  THE   COUNCIL 

Philip  Cagan,  Ph.  D..  professor  of  economics.  Columbia  University. 
Hugh  Conway.  Ph.  D.,  economist.  Office  of  the  Secretary  of  I/abor. 
Martin  Feldstein.  Ph.  D.,  professor  of  economics.  Harvard  University. 
Robert  Kaplan,  Ph.  D.,  professor  of  industrial  administration,  Carnegie-Mellon 
University. 
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Robert  J.  Myers,  professor  of  actuarial  science,  Temple  University ;  former 
Chief  Actuary,  Social  Security  Administration  and  fellow,  the  Society  of 
Actuaries. 

Sherwin  Rosen,  Ph.  D.,  professor  of  economics.  University  of  Rochester. 

Charles  E.  Trowbridge,  senior  vice  president  and  chief  actuary,  the  Bankers 
Life ;  former  Chief  Actuary,  Social  Security  Administration,  and  fellow,  the 
Society  of  Actuaries. 

Howard  Young,  consulting  actuary ;  special  consultant  to  the  president. 
United  Auto  AVorkers. 

Persons  such  as  the  foregoing  have  precisely  the  kind  of  qualifications  en- 
visioned in  Senate  Joint  Resolution  5  which  states  that  members  of  the  commis- 
sion shall  be  individuals  of  recognized  standing  and  distinction  who  have  demon- 
strated capacity  to  discharge  the  great  responsibilities  which  the  resolution  places 
upon  them. 

ADVISORY   COUNCIL   RECOMMENDS   FULL-TIME   REVIEW   BOARD 

I  was  especially  impressed  that  the  Advisory  Council  on  Social  Security  recom- 
mended a  permanent,  continuing  review  mechanism  for  the  social  security  system. 

While  the  proposed  mechanism  differs  from  that  in  my  Senate  Joint  Resolution 
5.  rhe  Advisory  Council's  conclusion  undoubtedly  reflected  its  own  experience  in 
trying  to  do  a  thorough  job  under  terms  of  the  present  Social  Security  Act.  I  can 
think  of  few  stronger  recommendations  for  action  along  the  lines  of  Senate  Joint 
Resolution  5. 

It  is  especially  appropriate  in  this  connection  for  me  to  emphasize  that  I  am 
not  absolutely  wed  to  the  precise  form  and  language  for  a  National  Social 
Security  Commission  which  appears  in  Senate  Joint  Resolution  5. 

My  purpose  when  I  first  introduced  this  proposal  in  1973  was  to  see  that  effec- 
tive action  is  taken  to  reassure  the  American  people  that  social  security  is  being 
constantly  examined  in  their  interest  by  a  responsible  agency  independent  of  the 
Social  Security  Administration.  This  still  remains  my  primary  goal. 

I  do  believe  that  such  a  commission  should  be  bipartisan.  I  feel  it  should  report 
frequently  to  the  President,  the  Congress,  and  the  people,  I  am  convinced  that 
the  method  of  appointing  members  set  forth  in  Senate  Joint  Resolution  5  is  highly 
desirable.  The  important  matter,  however  is  that  there  be  a  constant  Independent 
overview  of  social  security. 

The  language  of  the  Advisory  Council's  report  calls  for  "a  general  study  of 
social  security  ...  by  a  full-time  non-Government  body  covering  such  matters 
as  funding  against  pay  as  you  go.  possible  effects  of  social  security  on  capital 
formation,  productivity,  the  proper  size  of  the  trust  funds,  the  incidence  of  pay- 
roll taxes,  and  other  l)asic  questions." 

Except  for  my  belief  that  a  governmental  agency  would  probably  be  better,  I 
believe  the  Advisory  Council  and  I  are  in  basic  agreement  on  the  important 
issue — full-time,  thorough  independent  review  of  social  security. 

The  drawback  in  any  short-time  intermittent  review  was  given  additional 
emphasis  by  the  Finance  Committee's  Panel  on  Social  Security  Financing  in  its 
statement : 

"In  view  of  limitation  of  time,  the  Pnnel  concentrated  its  study  on  the  structure 
of  the  retirement  benefits  and  its  impact  on  the  financing  of  the  program.  Other 
benefit  formulas  such  as  survivor  benefits  may  reserve  an  equally  thorough 
study." 

MAGNITUDE   OF   SOCIAL   SECURITY  REQUIRES   CONSTANT   OVERVIEW 

In  my  repeated  calls  for  creation  of  the  independent  National  Social  Security 
Commission.  I  have  reiterated  that  social  security  in  many  respects  is  the  biggest 
business  in  America. 

Old  age.  survivors,  and  disability  cash  insurance  payments  and  health  insur- 
ance benefits  to  approximately  30  million  people  during  1075  will  exceed  $70 
billion.  Over  90  percent  of  the  American  people  are  covered.  Everyone  directly  or 
indirectl.v  participates  in  its  financing. 

The  importance  of  independent  review  of  the  system  by  experts  serving  an 
ombudsman  role  on  behalf  of  all  the  people  is  made  clear  by  these  statistics. 

The  implications  of  social  security,  however,  go  far  beyond  the  dollars  in  bene- 
fits and  tlie  taxes  paid  to  provide  such  benefits.  The  system  affects  all  efforts  of 
individual  Americans  and  groups  to  provide  financial  security  for  themselves.  It 
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has  an  impact  on  private  pensions,  individual  insurance  and  savings,  health  care- 
patterns,  and  on  employment  and  retirement  practices  in  our  Nation. 

At  no  time  has  there  been  an  authoritative  review  of  all  these  elements  which 
affect  social  security  or  are  affected  by  it. 

I  believe  it  is  high  time  that  we  look  deeply  and  regularly  at  these  questions. 

HOW    SENATE    JOINT   EESOLXJTION    5    WOULD   CHANGE   LAAV 

Under  Senate  Joint  Resolution  5,  the  National  Social  Security  Commission 
would  have  a  cMitinuing  responsibility  to  study,  investigate,  and  review  the  Fed- 
eral old  age,  survivors,  and  disability  insurance  program  and  the  health  insurance 
programs  which  operate  under  authority  of  the  Social  Security  Act. 

At  present,  the  Social  Security  Act  provides  for  such  an  overview  by  the 
Advisory  Council  on  Social  Security,  but  only  on  an  intermittent  part-time  basis. 
Under  our  resolution,  the  Advisory  Council  would  be  replaced  by  the  full-time 
National  Social  Security  Commission. 

It  is  unfair  to  the  American  people,  the  Congress,  and  the  President  to  rely 
for  such  important  studies  on  an  advisory  council  which  holds  a  limited  number 
of  meetings  during  1  year  out  of  4  as  is  now  the  case. 

Social  security  is  too  big,  too  important  to  be  the  object  of  only  part-time 
review.  Nor  is  it' desirable  that  such  review  should  be  in  the  hands  of  the  Federal 
department  charged  with  administration  of  the  social  security  program. 

If  the  interests  of  the  people  are  to  be  fully  safeguarded,  a  constant  overview 
of  social  security  is  needed,  independent  of  its  administrators — not  on  a  part-time,, 
intermittent  basis,  but  with  full-time  surveillance.  This  is  the  intent  and  purpose 
of   the   National   Social   Security   Commission  to   be  created   by   Senate  Joint 
Resolution  5. 

The  importance  of  the  Commission's  worli,  as  recognized  in  the  res-^lution,  is- 
underscored  by  the  manner  of  appointment  of  its  nine  members  and  the  pro- 
vision that  the  Commission  sliall  be  bipartisan. 

The  Commission  chairman  and  four  members  would  be  appointed,  on  a  bi- 
partisan basis,  by  the  President  with  the  advice  and  consent  of  the  Senate.  Two 
members  each,  with  no  more  than  one  from  a  single  political  party,  would  be- 
appointed  by  the  President  pro  tempore  of  the  Senate  and  the  Speaker  of  the 
House  of  Representatives. 

This  is  another  way  in  which  the  Commission  would  differ  from  the  current! f 
authorized  Advisory  "Council  on  Social  Security,  whose  membership  is  named* 
hv  the  Secretary  of  Health,  Education,  and  Welfare. 

The  Commission  membership  unquestionably  should  include  men  or  women 
recognized  as  authorities  in  the  fields  of  actuarial  science,  economics,  and  other 
appropriate  disciplines. 

The  National  Social  Security  Commission,  in  short,  should  be  a  blue-ribboii 
panel  capalile  of  imaginatively  and  effectively  responding  to  both  specitie  and 
broad  ramifications  of  social  security.  It  should  be  independently  staffed  by 
persons  able  to  give  continuous  expert  attention  to  stich  ramifications. 

The  Commission  must,  of  necessity,  give  recogTiition  to  the  fact  tha*:  with 
a  program  as  big  as  social  security  there  are  changing  trends  which  affect  its 
operation  and  the  needs  of  ijeople  whom  it  would  serve. 

Through  the  National  Social  Security  Commission  we  would  provide  a  new  and 
important  assurance  to  all  the  people  that  these  trends  will  be  given  considera- 
tion. Its  objective  will  be  to  give  constant  attendance  to  ways  in  which  social 
security  may  fulfill  its  maximum  promise  for  the  benefit  of  all  America. 


Appendix  2 

LETTERS  AND  STATEMENTS  SUBMITTED  BY  INDIVID- 
UALS AND  ORGANIZATIONS 

ITEM  L  LETTER  AND  STATEMENT  FROM  ALLEN  WALLIS,  CHANCELLOR, 
IMVEP.SITY  OF  ROCHESTER,  AND  CHAIRMAN,  1974  ADVISORY 
COUNCIL  ON  SOCIAL  SECURITY;  TO  SENATOR  FRANK  CHURCH, 
DATED  MARCH  11,  1975 

Deab  Senator  Church  :  Here  is  my  statement  about  the  recent  report  of  the 
1974  Advisory  Council  on  Social  Security  of  which  I  was  Chairman. 

I  regret  that  I  cannot  be  present  on  March  18,  and  I  appreciate  your  willing- 
ness to  ler  me  submit  a  written  statement.  Mr.  Weber,  Vice  Chairman  of  the 
Council,  rind  Mr.  Van  Gorl<om,  Chairman  of  the  Subcommittee  on  Finance,  will 
testify  personally,  I  believe,  and  they  can  answer  questions  about  the  Council's 
work  as  well  as  I  could. 

After  the  end  of  the  month  I  will  be  back  in  the  country  and  will  be  pleased 
to  cooperate  in  any  way  I  can. 

Sincerely  yours, 

Allen  Wallts. 
[Enclosure] 

Novel  Characteristics  of  the  Council 

The  sixth  Advisory  Council  on  Social  Security  was  different  in  several  im. 
portant  respects  from  past  Councils. 

This  v,as  the  first  Council  not  to  include  among  its  members  any  of  the 
men  and  women  who  created  the  social  security  system  four  decades  ago,  and 
not  to  have  any  member  who  had  served  on  an  earlier  Council.  This  Council  is 
unique,  also,  iii  having  had  only  8  months  for  its  work  instead  of  the  normal 
20  months  or  more. 

This  1974  Council  differs  from  previous  Councils  in  having  carried  on  its  work 
entirely  in  public,  as  required  by  legislation  enacted  in  1972.  One  consequence 
of  this  was  that  before  its  Report  had  even  been  drafted,  its  principal  recom- 
mendations were  widely  published,  often  with  substantial  inaccuracies. 

This  Council  also  dealt  with  social  security  at  a  time  when  the  financial 
soundness  of  the  system  was  receiving  unusually  active  attention  in  the  Congress, 
the  news  media,  and  the  academic  world. 

Areas  of  Council  Consideration 

Because  the  time  available  to  the  Council  was  short,  we  focused  on  relatively 
few  topics.  We  gave  priority  to  the  financial  soundness  of  social  .security,  not 
only  because  the  basic  law  under  whicli  we  were  appointed  required  it  but  also 
because  of  urgent  concerns  recently  expressed  by  members  and  staff  of  Congress. 
At  our  first  meeting  a  Subcommittee  on  Financing  was  established,  consisting  of 
Rudolph  T.  Danste^t,  Elizabeth  Norwood,  and  J.  Henry  Smith,  with  J.  W.  Van 
Gorkom  as  chairman. 

We  gave  priority  also  to  differences  in  the  treatment  of  men  and  women  and 
of  married  and  unmarried  pei'sons.  This  was  partly  because  of  charges  that  the 
social  security  program  discriminates  against  women.  It  was  also  because  the 
'•E([ual  Rights"  amendment  to  the  Constitution  may  be  nearing  passage  and  may 
require  changes  in  social  security ;  and  even  if  the  amendment  is  not  adopted, 
it  appears  likely  that  similar  etTects  will  be  achieved,  though  less  abruptly,  by 
court  decisions.  At  our  first  meeting  a  Subcommittee  on  Treatment  of  Men  and 
Women  was  formed,  consisting  of  Edward  Cleary  and  John  J.  Scanlon,  with 
Hita  Eicardo  Campbell  as  chairman. 

(8G3) 


864 

We  also  decided  at  our  first  meeting  to  limit  our  consideration  of  health 
insurance  to  a  cursory  review  of  its  financing.  The  health  field  alone,  had  we 
reviewed  all  its  aspects,  would  have  been  more  than  we  could  have  handled  in 
our  8  months.  Furthermore,  it  is  receiving  extensive  and  intensive  study  in 
connection  with  proposals  for  national  health  insurance,  and  it  seemed  unlikely 
that  we  could  add  anything. 

At  our  second  meeting  we  formed  a  Task  Force  on  the  Purposes,  Objectives, 
and  Principles  of  Social  Security.  Members  were  Stanford  Arnold,  Edwin 
Faulkner,  and  Thomas  Mitchell,  with  John  W.  Byrnes  as  chairman. 

By  our  third  meeting  we  had  come  to  realize  that  the  operation  of  the  new 
automatic  cost-of-living  adjustments  to  benefits,  enacted  in  1972,  required  cor- 
rection— in  particular,  to  make  the  relationship  of  benefits  to  wages  in  the  future 
more  predictable,  more  amenable  to  congressional  control,  and  less  subject  to 
unpredictable  variations  in  prices  and  wages.  We  assigned  this  as  a  problem  of 
high  priority,  through  the  Subcommittee  on  Financing,  to  our  actuarial  and 
economic  consultants. 

A  great  deal  of  comment  from  the  public  and  in  articles  or  talks  about  social 
security  centers  on  the  "retirement  test" — the  withholding  of  some  or  all  benefits 
from  people  under  age  72  who  earn  more  than  a  certain  amount  ($2,520  in  1075) 
but  not  from  those  who  have  other  income,  however  great,  or  are  older  than  72. 
We  decided,  therefore,  that  we  should  study  this  issue. 

The  Council's  RECoMMENoATioiSiS 

Since  the  Council's  report  has  been  available  for  nearly  2  weeks,  I  will  not 
repeat  here  the  findings  and  recommendations  contained  in  it.  They  ai-e  sum- 
marized at  the  beginning  of  the  report.  I  would  like  to  repeat,  however,  what  I 
said  about  the  Council's  proposals  when  the  reports  were  formally  submitted. 

In  my  personal  opinion,  the  Advisory  Council's  most  important  recommenda- 
tion is  the  one  for  revising  the  method  of  automatically  adjusting  benefits  for 
inflation.  This  change  has  overriding  import n nee  because  it  protects  the  social 
security  program  against  instability  caused  by  unpredictable  variations  in  the 
economy.  The  financial  soundness  of  the  system  is  increasingly  in  jeopardy,  and 
stabilization  of  the  basic  benefit  structure  is  a  precondition  to  restoring  the 
soundness  and  predictability  of  social  security  financing. 

Our  recommendation  for  stabilizing  the  relation  between  benefits  and  pre- 
retirement income  should  not  be  controversial,  but  unfortunately  it  is  rather 
technical  and  hard  to  understand.  The  Council  itself  did  not  appreciate  fully  the 
importance  of  this  issue  until  we  had  been  studying  social  security  for  over  two 
months.  Eventually,  though,  we  were  unanimous  in  our  recommendation,  and  so 
were  our  economic  and  actuarial  consultants. 

Our  second  most  important  recommendation,  in  my  personal  opinion,  is  that 
benefits  not  related  to  earnings  should  not  be  financed  from  the  earnings-related 
payroll  tax.  The  most  important  application  of  the  princijile  would  be  to  remove 
Medicare  from  payroll-tax  financing,  and  transfer  up  to  1.8  percent  of  the  present 
total  tax  of  11.7  percent  to  the  basic  old  age.  survivors,  and  disability  insurance 
which  is  generally  thought  of  as  "social  security."  Several  members  of  the 
Council  consider  this  the  single  most  important  recommendation  because  they 
favor  financing  social  security  from  general  revenues  ratlier  than  from  the  pay- 
roll tax  exclusively,  and  they  regard  this  as  acceptnnce  nf  that  idea.  A  majority 
of  the  Council,  however,  opposed  general  revenue  financing  and  felt  that  remov- 
ing Medicare  and  other  benefits  not  related  to  earnings  fmm  support  by  the  earn- 
ings-related payroll  tax  will  protect  the  principal  that  core  social  security  benefits 
should  be  related  to  earnings  and  financed  by  a  tax  rplated  to  earnings. 

The  Council's  third  most  important  recommendation  M-as  our  urging  that 
before  the  next  Advisory  Council,  which  under  the  law  would  report  four  years 
from  now,  there  be  a  comprehensive  study  of  basic  issues  such  as  full  reserve 
funding  vs.  current  cost  financing;  the  effects  of  social  security  on  productivity, 
capital  formation,  and  private  savings:  the  relation  between  private  pensions 
and  social  security:  and  the  f^npropviate  size  of  the  trust  fund.  Such  funda- 
mental questions  need  to  be  addressed  in  greater  depth.  As  pointed  out  by  Dr. 
■Rita  Ricardo  Campbell  in  her  supplementary  romment.  there  is  a  tendency 
for  those  considering  changes  in  social  security  to  find  themselves  tinkering  at 
the  ed<res  of  a  nrosram  that  in  40  yoars  hns  grown  so  huge  .ind  complex  that 
even  the  well-informed  citizen  cannot  understand  it,  and  that  has  been  affected 
by  tremendous  social  and  economic  changes,  extensive  new  welfare  sy.stem,  and 
inter-related  tax  laws. 
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Finally,  althougli  the  Council  has  recommended  very  little  about  the  treatment 
of  women  under  social  security,  I  hope  that  the  Council's  chapter  on  this  sub- 
ject, the  report  of  its  subcommittee,  and  the  supplementary  statement  by  Dr. 
Campbell  will  direct  serious  attention  to  this  important  issue.  The  Council  did 
recommend  extending  to  men  certain  benefits  now  available  only  to  women.  My 
impression  is  that  the  Council's  major  concern  was  that  women  not  lose  these 
important  benefits  if  the  "Equal  Rights"  amendment  to  the  Constitution  is 
adopted.  We  believed  that  its  adoption  was  imminent  and  would  require  either 
withdrawing  the  benefits  from  women  or  extending  them  to  men.  Developments 
in  the  week  after  our  report  was  submitted  suggest  that  adoption  of  the  amend- 
ment may  not  be  as  imminent  as  we  believed  three  months  ago  when  we  con- 
cluded our  consideration  of  sex  and  marital  differences  in  social  security 
programs.  

ITEM  2.  LETTER  FROM  J.  W.  VAN  GORKOM,*  PRESIDENT,  TRANS  UNION 
CORP.;  TO  SENATOR  FRANK  CHURCH,  DATED  APRIL  3, 1975 

My  Dear  Sbnator  Church  :  This  is  in  response  to  your  letter  of  March  24.  in 
which  you  posed  three  questions.  The  first  one  refers  to  the  testimony  of  Dr. 
Schulz**  and  raises  very  directly  the  whole  philosophy  of  a  Social  Security 
system. 

It  is  true  that  the  Council  did  not  address  itself  to  the  adequacy  of  Social 
Security  benefits.  It  did  recommend  "decoupling"  the  system  in  order  to  stabilize 
replacement  ratios,  but  it  did  not  attempt  to  establish  what  the  replacement 
ratio  should  be  for  each  level  of  Income.  First,  it  did  not  have  nearly 
enough  time  to  adequately  investigate  such  a  broad  question — a  question  so 
broad  that  Congress  itself  has  never  really  come  to  grips  with  it.  Secondly,  it 
was  aware  that  it  might  be  impossible  to  obtain  agreement  even  among  very  rea- 
sonable people  as  to  what  constitutes  a  reasonable  replacement  ratio. 

Even  more  fundamental,  however,  is  the  basic  nature  of  the  three-tier  system. 
I  cannot  stress  too  strongly  that  it  was  recognized  from  the  beginning  that  Social 
Security,  &y  itself,  was  never  expected  to  do  the  total  job  of  providing  adequate 
retirement  "income  for  all  people.  To  do  so.  Social  Security  would  have  to  levy  a 
much  higher  tax  or  change  its  basic  character  by  using  general  revenues.  The 
system  has  produced  an  adequate  amount  for  a  large  number  of  people.  Some  of 
those  without  an  adequate  minimum  from  Social  Security  have  had  private 
means  (the  second  tier)  which  keep  them  above  the  subsistence  level.  There  still 
remains  another  group,  however,  that  does  not  receive  an  adequate  amount  from 
Social  Security  and  which  does  not  have  private  means.  This  group  was  to  be 
aided  by  welfare  or  needs  programs  which  formed  the  third  tier.  The  supplemen- 
tal security  income  program  is  a  perfect  example  of  such  a  program.  It  helps  tliose 
who  do  not  have  a  basic  minimum  and  it  is  financed  from  general  revenues  be- 
cause there  is  no  effort  made  to  relate  the  benefits  to  wages  earned  or  taxes  paid 
by  the  individual  beneficiary.  If  programs  like  SSI  ai-e  not  adequate  to  the  task 
then  they  can  be  increased  to  that  level  which  Congress  deems  adequate.  This  is 
the  way  the  system  is  designed  to  work.  It  has  worked  well  because  it  has  per- 
mitted Social  Security  to  remain  a  non-welfare  plan  where  benefits  are  geared 
to  wages  earned  and  taxes  paid. 

If,  as  Dr.  Schulz  would  indicate,  it  is  desired  to  have  Social  Security  do  the 
entire  job  without  any  needs  test,  then  the  dilemma  occurs :  either  raise  the  tax 
very  substantially  or  modify  the  system  to  a  point  where  it  loses  its  basic  char- 
acteristics. To  do  the  whole  job  in  Social  Security,  replacement  ratios  would  have 
to  be  increased  substantially  for  certain  income  levels.  This  could  be  done  by 
(raising  the  entire  benefit  structure,  w-hich  would  be  very  costly  because  it  would 
also  raise  the  benefit  levels  of  individuals  who  are  already  receiving  an  adequate 
benefit.  Or  it  could  be  accomplished  by  further  weighting  of  the  lower  end  of  the 
benefit  scale.  This  latter  step  would  further  distort  the  relationship  between 
wages  and  benefits  and  tend  to  weaken  the  sense  of  responsibility  of  the  worker 
which  grows  out  of  his  recognition  that  there  has  been  some  reasonable  relation- 
ship between  his  wages  (and  taxes)  and  his  benefits. 

The  plain  fact  is  that  some  people  in  the  labor  force  work  sporadically  or  at 
very  low  wages,  and  sometimes  a  bit  of  both.  This  creates  an  average  wage  which 
cannot  yield  even  a  subsistence  benefit  unless  the  replacement  ratio  is  inordi- 
nately high.  The  Social  Security  system  can  be  made  to  yield  such  a  benefit,  but 


*Spe  statement,  p.  S20. 

**For  Mr.  Schulz  comments,  see  p.  873. 
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it  would  produce  the  distortion  described  above  or  it  would  raise  all  benefits  and 
thereby  incur  a  much  higher  tax. 

Automatic  Inceeases  Create  Problem 

There  is  also  the  question  of  financing.  The  Council  was  aware  that  the  sys- 
tem already  faces  serious  financial  problems.  Congress  did  solve  one  of  the  basic 
problems  of  the  elderly  in  1972,  when  it  provided  for  automatic  benefit  increases 
to  maintain  their  purchasing  power  even  in  the  face  of  rising  prices.  That  step, 
coupled  with  a  change  in  the  relationship  of  wage  and  price  increases,  has  cre- 
ated a  financial  problem  for  the  system.  Dr.  Schuiz  indicates  thiit  benefits  should 
be  further  increased  to  help  those  who  are  not  receiving  a  basic  minimum.  This 
must  mean  either  substantially  higher  taxes  or  an  infusion  of  general  revenues. 
The  former  would  impact  very  hard  on  those  persons  in  the  lower  wage  brackets 
and  the  latter  would  begin  the  destruction  of  the  Social  Security  system  as  we 
have  known  it  by  changing  its  basic  character. 

We  are  all  sensitive  to  the  needs  of  those  over  65  who  have  less  than  adequate 
means.  They  must  be  provided  for  in  some  way.  Our  basic  thesis  is  simply  this: 
It  is  not  necessary  to  change  the  basic  character  of  Social  Security  in  order  to 
help  those  people.  We  can  maintain  the  integrity  and  philosophy  of  Social  Se- 
curity and  still  help  those  people,  at  the  lowest  possible  cost,  with  a  program 
based  on  demonstrated  need. 

If  my  concept  is  followed,  then  the  replacement  ratios  should  be  set  at  a  level 
that  can  be  sustained  by  a  tax  level  that  is  deemed  acceptable  by  the  C^^ngress, 
recognizing  that  such  replacement  levels  will  still  be  weighted  in  favor  of  the  low 
paid  person.  Today,  for  example,  the  replacement  ratio  for  a  person  who  has  been 
receiving  the  maximum  wage  is  about  32  percent,  while  the  replacement  ratio 
for  the  person  receiving  the  minimum  wage  is  about  62  percent.  Tb;»t  is  already 
a  rather  sizable  disparity  and  further  changes  in  favor  of  the  low  paid  in  order  to 
solve  the  pi-oblem  referred  to  by  Dr.  Schuiz  will  eventually  change  the  worker's 
attitude  with  regard  to  the  relationship  of  the  taxes  he  pays  and  the  benefits  he 
receives.  Obviously,  no  one  can  say  where  that  point  lies,  but  I  believe  it  to  be  a 
real  problem. 

It  was  reasoning  of  this  type  that  also  influenced  the  Council  in  not  attempting 
to  come  to  grips  with  the  issue  of  a  proper  replacement  ratio.  This  is  the  kind  of 
problem  which  needs  to  be  addressed  in  a  dpfinitive  way  by  some  competent  group 
that  can  spend  more  time  on  it  than  we  were  allotted.  Eventually,  of  course,  it  is 
the  problem  of  Congress. 

Q.  2  and  3 — With  regard  to  your  second  question  on  the  financing  of  Medicare, 
I  have  the  following  comments.  I  would  first  question  why  Medicare  is  under 
Social  Security  at  all.  The  only  thing  it  has  in  common  Mith  OASDI  is  that  both 
plans  involve  the  elderly.  The  OASDI  system  is  a  wage  replacement  plan  and 
the  benefits,  therefore,  are  geared  to  the  wages  which  they  are  supposed  to  re- 
place. Medicare  is  a  health  insurance  plan  which  happens  to  cover  only  the  el- 
derly at  the  present  time.  The  benefits  are  not  geared  in  any  way  to  wages. 

I  would  V)egin  then  by  saying  that  even  if  it  was  desired  to  finance  Medicare 
by  a  tax  on  waces.  it  should  not  have  been  considered  a  part  of  OASDI  and  it 
should  not  have  been  lumped  with  it  because  it  tends  to  obscure  the  basic  function 
of  the  wage  replacement  system.  I  cannot  say  it  is  wholly  wrong  to  use  a  wage 
tax  to  finance  a  health  plan  for  the  elderly,  but  it  would  be  .iust  as  proper  to 
finance  it  with  general  revenues  or  an  increase  in  the  income  tax.  On  the  other 
hand,  the  OASDI  system  should  definitely  be  financed  by  a  tax  on  wages  because 
the  benefits  flow  directly  therefrom  and  the  benefi^^s  are  intended  to  be  paid  as  a 
matter  of  right.  To  be  paid  as  a  matter  of  right,  they  must  be  "paid  for"  by  the 
recipient,  and  this  is  accomplishment  by  the  wage  tax. 

Wben  the  federal  heaUh  insurance  prosrram  for  all  age  srroups  has  been 
adopted.  I,  personally,  believe  that  it  should  encompass  the  Medicare  program 
as  well.  How  that  plan  should  be  financed  will  be  up  to  Congress.  It  is  clenr, 
however,  that  the  people  who  will  have  the  greatest  need  for  that  plan  will 
probably  be  those  least  able  to  pay  for  it.  I  doubt,  therefore,  whether  anything  liut 
general  revenues  will  be  adequate  to  fund  such  a  plan.  T  agree  with  you  that  using 
general  revenues  will  probably  lead  to  a  needs  test,  but  I  see  no  harm  in  that, 
and  it  will  permit  us  to  provide  the  greatest  need.  If  we  attempt  to  provide  the 
benefits  of  the  system  to  everyone,  without  regard  to  need,  tlie  tax  is  goins  to  be 
verv  high  and  the  low  paid  people  will  be  unable  to  handle  it.  This  will  then 
mean  some  kind  of  weighting,  such  as  we  have  in  Social  Security,  but  the  weight- 
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ing  will  have  to  be  even  greater  than  it  is  in  the  case  of  Social  Security  because 
we  will  not  want  to  limit  the  benefits. 

As  I  stated  at  the  hearings,  reasonable  men  can  obviously  differ  on  these  points, 
particularly  questions  2  and  3.  There  is  no  categorical  answer  to  tliese  points  and 
I  am  happy  to  know  that  men  like  you  are  devoting  time  to  trying  to  solve  them 
in  some  equital)le  way.  If  I  can  be  of  any  further  help,  do  not  hesitate  to  call. 
I  am  by  no  means  an  expert,  but  I  am  an  interested  citizen. 
Sincerely  yours, 

J.  W.  Van  Gobkom. 


ITEM  3.  LETTER  FROM  J.  HENRY  SMITH,*  CHAIRxAIAN  OF  THE  BOARD, 
THE  EQUITABLE  LIFE  ASSURANCE  SOCIETY  OF  THE  UNITED 
STATES;  TO  SENATOR  FRANK  CHURCH,  DATED  APRIL  3,  1975 

jNIy  Deab  Senator  Church  :  I  appreciated  the  opportunity  of  appearing  before 
your  Special  Committee  on  Aging,  and  I  am  happy  to  be  of  further  assistance  by 
answering  the  additional  questions  noted  in  your  letter  of  March  24. 

Ill  my  prepared  testimony.  I  have  remarked  in  detail  on  the  subject  of  the 
proper  rehitionship  between  private  and  s^ocial  insurance  protection ;  and  I  would 
be  pleased  to  summarize  those  remarks  at  this  time. 

First,  I  would  note  that  I  am  in  full  agreement  with  the  endorsement  given 
by  the  Advisory  Council  on  Social  Security  to  the  preservation  of  a  three-tiered 
income  maintenance  system.  In  that  system,  OASDI  serves  tlie  primary  role  of 
providing  basic  economic  security  in  the  event  of  retirement,  disability  or  death 
of  workers.  That  central  core  of  protection  is  undergirded  by  means-tested  wel- 
fare programs  for  the  needy;  and  it  is  supplemented  by  private  efforts,  group 
and  individual,  to  fulfijl  protection  needs  and  desires  above  and  beyond  the  floor 
of  protection  provided  through  the  social  security  program. 

The  social  security  program  was  introduced  originally  to  prevent  workers  and 
their  dependents  from  slipping  into  poverty  and  hardship.  That  should  continue 
to  be  its  rationale  and  its  dimensions  should  be  drawn  accordingly.  The  private 
supplemental  arrangements  allow  one  to  build  on  the  basic  protection  provided 
by  government  to  obtain  income  levels  more  appropriate  to  one's  earnings  levels 
during  active  employment. 

Thus  tlie  government  and  the  instituti(ms  of  private  thrift  are  joined  together 
in  a  partnership  with  obligations  by  each  to  the  other.  The  government  can  expect 
us  in  the  private  sector  to  broaden  our  coverage  and  increa.se  the  adequacy  of 
our  offerings,  to  improve  cost  and  quality  controls,  to  be  responsive  to  needs,  and 
to  be  imiovative  and  constructive  to  change  as  change  is  warranted.  We,  on  our 
part,  hope  tlmt  the  government  will  encourage  private  thrift,  that  it  will  avoid 
disabling  legislation,  and  that  it  will  restrict  the  operations  of  the  social  security 
sector  so  that  it  does  not  unduly  invade  the  private  sector's  sphere  of  operations. 
Such  an  ongoing  arrangement  has  sound  purposes  and  high  potential  and  we  in 
the  private  sector  wiU  vigorously  prosecute  our  job  to  keep  the  partnership  an 
eft>ctive,  ccmstructive  and  liealthy  one. 

I  think  your  second  question  is  more  one  of  semantics  than  anything  else.  Yes, 
I  consider  social  security  to  be  social  insurance.  Tliough  social  insurance  is  differ- 
ent in  its  characteristics  from  private  insurance — and  it  should  be— it  does 
provide  financial  protection  agaimst  defined  hazards  through  a  pooling  of  con- 
tributions and  a  sharing  of  risks. 

The  funding  systems  of  the  two  are,  as  you  know,  quite  different,  one  rests  on 
an  average  tax  rate  on  today's  workers  to  meet  current  costs  and  the  other  is  a 
level  payment  contract  which  includes  higher  than  called  for  early  payments 
which  together  with  interest  accumulation  results  in  lower  than  called  for  later 
payments.  The  social  security  system  is  an  intergeuerational.  income-transfer 
mechanism  whereas  the  private  arrangement  is  based  on  individual  equity.  To 
be  soundly  financed,  private  insurance  and  pension  plans  require  (unlike  social 
security)  the  accumulation  of  large  dedicated  funds.  These  funds  must  be  invested 
an(!  so  become  a  source  of  much  of  the  capital  needed  in  this  country  for  the 
nourishment  and  expansion  of  our  industry  and  commerce — a  need  that  will  grow 
in  the  capital  hungry  days  of  the  future.  Thus,  this  is  another  important  reason 
for  delimiting  the  government's  share  in  the  ongoing  partnership  described  above. 


*See  statement,  p.  846. 
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In  response  to  your  third  question,  I  would  have  to  reply  with  a  cautious 
"yes."  I  recognize  that  there  may  be  additional,  specific  limited  purposes  for 
which  general  revenue  financing  may  be  appropriate  (though  I  may  be  hard  put 
at  this  time  to  name  a  few)  but  generally  I  would  be  opposed  to  the  use  of  such 
revenues  on  any  broad  scale  for  financing  the  overall  social  security  program. 
Such  indirect  financing  masks  the  true  cost  of  adding  benefit  liberalizations 
and  could  easily  lead  to  pressures  for  unwarranted  increases  in  benefits.  Tying 
the  program  to  payroll  contributions  serves  to  prevent  unreasonable  demands 
for  increases  in  benefits.  The  latter  tie  is  needed  to  foster  a  sense  of  responsi- 
bility in  that  a  worker  should  know  that  higher  benefits  require  higher 
contributions. 

More  important,  however,  is  the  fact  that  recourse  to  general  revenues  would 
change  the  insurance  nature  of  the  program  and  might  lead  to  strong  pressures 
for  the  introduction  of  a  needs  test  for  many  social  security  benefits.  The  fact 
that  the  program  is  supported  almost  exclusively  from  the  contributions  of 
covered  workers  and  their  employers  accords  with  the  insurance  aspects  of  the 
program  and  accounts  for  the  widespread  public  acceptance  and  confidence  in  the 
program. 

It  has  been  my  pleasure  to  have  been  able  to  cooperate  with  you  and  your 

Committee  in  your  pursuit  of  these  most  important  matters,  and  I  wish  you 

every  success  in  your  endeavors  along  this  line. 

Sincerely, 

J.  Henet  Smith. 


Appendix  3 

ITEM   1.   IMPACT   OF   INFLATION   AND   POPULATION  TRENDS   UPON 
SOCIAL  SECURITY  SYSTEM:  SUMMARY  OF  RECENT  APPRAISAL* 

A.  '"White  Paper"  ^  Estimate 

The  authors-  of  the  "White  Paper"  concluded  that  the  Social  Security  sys- 
tem is  still  sound  and  healthy,  despite  the  need  for  additional  future  financing. 
Automatic  cost-of-living  benefit  increases  are  outrunning  the  additional  income 
from  higher  wages  because  the  current  rate  of  inflation  is  so  extraordinarily 
high.  Over  the  next  25  years  the  authors  estimated  that  it  would  be  necessary 
to  increase  income  for  the  cash  benefits  program  by  about  10  to  15  percent.  The 
additional  income,  the  signatories  noted,  could  come  in  part  from  an  increase 
in  the  wage  base,  an  increase  in  the  contribution  rate,  or  from  general  revenues. 
The  "White  Paper"  further  stressed,  "In  any  event,  the  size  of  the  problem 
over  the  next  25  years  is  easily  manageable  and  certainly  does  not  constitute 
a  financial  crisis. 

The  fertility  rate  is  now  slightly  below  zero  population  growth.  A  continua- 
tion of  this  low  rate  would  inean  that  the  population  aged  20  to  65  would  sta- 
l>ilize  early  in  the  21st  century,  but  the  number  of  older  people  would  continue 
to  grow  for  some  time.  However,  active  workers  may  not  be  required  to  support 
any  more  non-workers  than  they  do  now,  even  with  the  changed  fertility  rates. 
They  may  simply  support  more  older  people  and  fewer  younger  persons. 

There  are  many  ways  that  the  next  gerieration  may  choose  to  deal  with  prob- 
lems caused  by  a  larger  proportion  of  older  persons  to  the  working  population, 
including : 

1.  Increased  labor  force  participation  for  older  people,  and  thus  reduce  the 
burden  of  retirement  benefits. 

2.  With  smaller  families  more  women  might  work,  reducing  the  ratio  of  re- 
tired persons  to  active  workers. 

Moreover,  production  increases  over  the  long  run  may  help  meet  the  problem 
of  supporting  a  larger  number  of  older  persons. 

B.  Social  Security  Board  of  Trustees  Estimate 

In  June  1974  the  Board  of  Trustees  (Secretary  of  the  Treasury,  Secretary  of 
Labor,  and  Secretary  of  Health.  Education,  and  Welfare)  concluded  that  the 
OASDI  trust  funds  showed  a  long-range  (over  a  75-year  period)  actuarial  deficit 
of  2.98  percent  of  taxable  payroll.  Three  major  factors  were  cited  by  the  Trustees: 

1.  A  change  in  the  demographic  projections  (primarily  fertility  assumptions) 
which  accounted  for  about  76  percent  of  the  increase  in  the  actuarial  deficit 
(compared  with  the  prior  estimate)  ; 

2.  A  higher  estimated  inflationary  rate:  and 

3.  An  increase  in  the  number  of  disabled-worker  benefits  being  awarded. 
The  Trustees  said : 

"Although  the  new  population  and  fertility  projections  will  have  a  major 
impact  after  the  turn  of  the  century  on  the  long-range  cost  estimates,  they 
will  not  have  a  significant  effect  in  the  short  run." 

C.  Fixaxce  Committee  Panel  Actuarial  Estimate 

In  February  1975  a  Panel  on  Social  Security  Financing  submitted  its  report, 
based  upon  new  data,  to  the  Senate  Finance  Committee  concerning  the  actuarial 
condition  of  the  cash  benefits  program.  The  six-member  panel  projected  a  6 


♦Prepared  by  the  st.iflf  of  the  Senate  Committee  on  Agin;?. 
1  "Social  Security:  A  So\md  .-inri  Durable  Institution  of  Great  Valne." 
^WiUmr   Cohen.    Robert   H.    Finch.   Arthur   S.    Flemming,   John   W.    Gardner,   Elliot  L. 
Richardson,  Robert  ]NL  Ball,  William  L.  Mitchell,  and  Charles  L.  Schottland. 
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pereeiit  long-range  deficit.  Two  principal  reasons  were  cited  for  the  liigher  esti- 
mated deficit : 

1,  Tlie  Finance  Committee  Panel  assumes  that  fertility  rates  will  continue 
their  downward  trend  until  1980  before  beginning  an  upswing.  The  1974  Trustees' 
report  assumed  that  the  trough  in  fertility  rates  had  been  reached. 

2.  The  Finance  Committee  Panel  assumed  a  long-range  average  inflationary 
rate  of  4  percent,  compared  with  3  percent  in  the  Trustees'  report. 

U.S.  POPULATION 
[In  millions  of  people] 
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1990 
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2025 

2050- 

Ages  20  to  64 : 
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2.1 

2.1 
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1  Fertility  rate— the  -niimber  of  children  that  a  woman  entering  childbearjng  ages  can  expect  to  have  throughout  her 
childbearing  years. 

The  Finance  Committee  Panel  pointed  out  that  about  one-third  (1  percent 
of  taxable  payroll)  of  the  difference  between  their  projected  long-term  deficit 
and  the  Board  of  Trustees'  1974  estimate  was  because  of  demographit:  factors. 
The  remainder  is  attributed  to  anticipated  higher  inflationary  levels. 

D.  Advisory  Cotjncil  on  Social  Secueity^ 

The  Social  Security  Advisory  Council  concluded  that  changes  in  population 
assumptions  had  the  greatest  impact  concerning  the  larger  projected  long-range 
actuarial  deficits.  The.se  changes  are  reflected  in  the  following  ways : 

1.  Today  there  are  about  30  beneficiaries  for  every  100  workers. 

2.  Projections  for  2030  are  based  upon  45  beneficiaries  for  every  100  workers. 
The  Council  also  noted  that  76  percent  of  the  increase  in  the  actuarial  deficit 

since  the  last  review  was  attributed  to  changed  population  assumptions. 

High  inflationary  rates  have  also  materially  increased  the  estimated  deficit. 
In  early  1974  the  Board  of  Trustees  projected  a  4.4  percent  cost-of-living  raise 
for  Social  Security  beneficiaries  in  July  1975.  The  Social  Security  Advisory 
Council  estimates  that  the  increase  will  be  approximately  8.5  percent.  This,  in 
turn,  will  boost  the  long-range  deficit  by  0.51  percent  of  taxable  payroll. 


ITEM  2.  RESPONSE  BY  PRESIDENT  FORD  TO  SOCIAL  SECURITY 
ADVISORY  COUNCIL  RECOMMENDATIONS 

I  have  received  today  the  final  report  of  the  Advisory  Council  on  Social  Secu- 
rity. I  concur  strongly  in  the  Council's  unanimous  endorsement  of  the  basic 
principles  of  the  social  .st^.'uritj  systt  m. 

In  my  view,  the  most  important  recommcndatiou  of  the  Council  calls  for  the 
stabilization  of  the  benefit  stnieture  so  that  future  benefits  will  maintain  a  con- 
sistent relaitionship  to  earnings  and  will  not  be  so  vulnerable  to  changes  in  the 
•economy. 


*  In  their  report  i.ssued  om  ilarch  7, 1975. 
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Consequently,  I  have  directed  the  Secretary  of  Health,  Education,  and  Welfare 
to  present  to  uie  a  series  of  proposals  for  stabilizing  the  benefit  structure.  This 
will  enaliie  me  to  make  recommendations  to  the  Congress  as  early  as  possible. 

^Stabilization  of  the  benefit  structure,  however,  will  not  provide  all  the  addi- 
tional revenues  that  will  eventually  be  required  by  social  security.  While  existing 
i-e>-erves  are  adequate  to  maintain  the  fund's  financial  integrity  for  the  next 
several  rears,  I  want  to  ensure  the  integrity  of  the  system  into  the  21st  century. 
Therefore.  I  have  asked  the  Vice  President  to  have  the  Domestic  Council  explore 
alternative  approaches  to  financing  and  to  make  appropriate  recommendations 
to  me. 

I  strongly  support  tlie  "earned  right"  principle  that  has  been  a  basic  feature 
of  social  security  since  its  inception  40  years  ago.  Therefore.  I  am  opposed  to  the 
Advisory  Council's  specific  recommendation  calling  for  this  transfer  of  Medicare 
financiijg  from  the  Social  Security  trust  funds  to  general  funds  of  the  Treasury. 


ITEM  3.  MAJOR  FINDINGS  AND  RECOMiMENDATIONS:  THE  ADVISORY 
COUNCIL  ON  SOCIAL  SECURITY :  1975 

Section  706  of  the  Social  Security  Act  requires  appointment  every  four  years 
of  an  Advisory  Council  on  Social  Security  consisting  of  a  chairm.an  and  12  other 
members  representing  the  general  public,  the  self-employed,  and  organizations  of 
employers  and  employees.  The  latest  Advisory  Council  held  nine  2-day  meetings 
in  1974-.5.  It  was  the  first  Social  Security  Advisory  Council  to  conduct  public 
meetings  as  required  by  the  Federal  Advisory  Committee  Act,  and  thus  many  of 
its  deliberations  were  discussed  in  the  news  media  before  its  final  recommenda- 
tions were  made. 

What  follows  is  a  summary  of  Major  Findings  and  Eecommendations*  as 
oflBcially  released  by  the  Council  on  Jlarch  7,  1975. 

Summary  of  Majoe  Findings  and  Recommendations  ^ 
a.  cash  benefits 

1.  Purpose  and  principles.  The  earnings-related  OASDI  program  should  remain 
the  Nations  priuiary  means  of  providing  economic  security  in  the  event  of  retire- 
ment, death,  or  disability.  It  should  be  supplemented  by  effective  private  pensions, 
individual  insurance,  savings,  and  other  investments ;  and  it  should  be  under- 
girded  hy  effective  means-tested  programs.  Future  changes  in  OASDI  should  con- 
form to  the  fundamental  principles  of  the  program  :  universal  compulsory  cov- 
erage, earning.s-relaled  benefits  paid  without  a  test  of  need,  and  contributions 
toward  the  cost  of  the  program  from  covered  workers  and  employers. 

2.  Benefit  structure — repluecment  rates.  The  provisions  of  present  law  for 
computin::  average  monthly  earnings,  on  which  benefits  are  based,  and  for  adjust- 
ing the  b'-nt^fit  tal)le  in  the  law  to  changes  in  prices  may  result  over  the  long  range 
in  unintended,  unpredictable,  and  undesirable  variations  in  the  level  of  benefits. 
The  beneUr  structure  should  be  revised  to  maintain  the  levels  of  benefits  in  rela- 
tion to  TTeretirement  earnings  levels  that  now  prevail.  Benefits  for  workers  com- 
ing on  the  rolls  in  the  future  should  be  computed  on  the  basis  of  a  revised  benefit 
formula  using  past  earnings  indexed  to  take  account  of  changes  during  their 
working  lives  in  the  average  earnings  of  all  covered  workers.  As  imder  present 
law.  benefits  for  people  on  the  rolls  should  continue  to  be  increased  as  price  levels 
increase. 

3.  Retirement  test.  The  provisions  of  the  present  retirement  test  should  be  modi- 
fied so  that  beneficiaries  who  work  can  retain  more  of  their  benefits.  Instead  of 
reducing  benefits  by  one  dollar  for  every  two  dollars  of  earnings  above  the  exempt 
amount  «>f  earnings,  as  under  present  law,  one  dollar  of  benefits  should  be  with- 
held ioT  every  three  dollars  of  earnings  between  the  exempt  amount  and  twice 


♦The  Conncil's  findlrifrs  and  recommendations  reflect  a  consensus  of  the  Council  and  not 
ne<"*'ssari].T  the  i)recise  view  of  any  individual  member  on  any  issue. 

'  The  Ciiun.'il's  findings  and  recommendations  reflect  a  consensus  of  the  Council  and  not 
necessarily  the  precise  view  of  any  individual  member  on  any  issue.  To  the  extent  that 
Council  n:'>nihers  have  chosen  to  express  their  differences  from  the  Council's  findings  and 
rfconjHiendations,  such  exjiressions  are  contained  in  the  section  of  statements  at  the  end 
of  the  report.  Footnotes  at  appropriate  points  in  the  body  of  the  report  call  attention  to 
these  supplementary  statements. 
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the  exempt  amount,  and  one  dollar  for  two  dollars  above  that  level.  Also,  the 
provision  under  which  a  full  benefit  may  be  paid  for  any  month  in  which  a  bene- 
ficiary earns  less  than  one-twelfth  of  the  annual  exempt  amount  should  be 
eliminated,  except  for  the  first  year  of  entitlement  to  benefits.  The  test  should 
be  based  on  annual  earninfrs. 

4  Treatment  of  men  and  tvomcn.  The  requirements  for  entitlement  to  depend- 
ents' and  survivors'  benefits  that  apply  to  women  should  apply  equall.v  to  men; 
that  is,  benefits  should  be  provided  for  fathers  and  divorced  men  as  they  are  for 
mothers  and  divorced  women  and  benefits  for  husbands  and  widowers  should  l)e 
provided  without  a  support  test  as  are  benefits  for  wives  and  widows.  At  the 
same  time,  the  law  should  be  changed,  effective  prospectively,  so  that  pensions 
based  on  a  person's  work  in  employment  not  covered  by  social  security  will  be 
subtracted  from  his  social  security  dependents'  benefits.  Other  provisions  of  the 
social  security  program  which  are  the  same  for  men  and  women  but  which  are 
criticized  because  they  appear  to  have  different  average  effects  on  men  and 
women  (or  different  average  effects  on  the  married  and  the  unmarried)  should 
not  be  changed. 

5.  Other  recommendations. 

a.  Universal  compulsory  coverage.  Although  social  security  covers  over  90  per- 
cent of  workers,  the  gaps  that  remain  often  result  in  unwarranted  duplication  of 
benefits.  Social  security  coverage  should  be  applicable  to  all  gainful  employment. 
Ways  should  be  developed  to  extend  coverage  immediately  to  those  kinds  of 
employment,  e.specially  public  employment,  for  which  coordinated  coverage  under 
social'  security  and  existing  staff"- retirement  systems  would  assure  that  total 
benefits  are  reasonably  related  to  a  worker's  lifetime  earnings  and  contributions. 

b.  Mmimum  benefit.  Partly  because  of  the  gaps  in  social  security  coverage,  the 
minimum  benefit  is  frequently  a  "windfall"  to  tliose,  such  as  Federal  retirees, 
w^ho  are  already  receiving  a  pension  based  on  earnings  in  employment  not  covered 
by  social  security.  Almost  all  workers  who  have  worked  in  social  security  em- 
ployment with  some  regularity  become  entitled  to  higher  than  minimum  social 
security  benefits.  The  minimum  benefit  in  ]iresent  law  should  be  frozen  at  its 
level  at  the  time  the  new  benefit  structure  i-ecommended  under  number  2  above 
goes  into  effect  and  the  new  system  should  not  pay  benefits  exceeding  100  percent 
of  the  indexed  earnings  on  which  the  benefit  is  based. 

c.  Definition  of  disability.  Tne  definition  of  disability  should  be  revised  to  pro- 
vide disability  benefits  for  workers  aged  55  or  over  who  cannot  qualify  for  bene- 
fits under  present  law  but  who  are  so  disabled  that  they  can  no  longer  perform 
jobs  for  which  they  have  considerable  regular  experience.  Thepe  benefits  should 
be  SO  percent  of  the  benefits  for  those  disabled  workers  who  qualify  under  the 
present  law. 

d.  Miscellaneous.  Further  study  is  needed  on  three  matters;  the  effects  of  the 
social  security  program  on  different  racial  and  ethnic  groups,  ways  of  simplify- 
ing the  social  security  program  and  its  administration,  and  the  frequency  of 
cost-of-living  adjustments  in  benefits.  In  addition,  a  general  study  of  social 
security  should  be  made  by  a  full-time  non-Government  body,  covering  such  mat- 
ters as  funding  vs.  pay-as-you-go,  possible  effects  of  social  security  on  capital 
formation,  productivity,  the  proper  size  of  the  trust  funds,  the  incidence  of  pay- 
roll taxes,  and  otheir  basic  questions. 

B.   FINANCING 

1.  Actuarial  status.  The  cash  benefits  program  needs  a  comparatively  small 
amount  of  additional  financing  immediately  in  order  to  maintain  the  trust  funds 
levels.  Beginning  about  30  years  from  now,  in  2005,  the  program  faces  serious 
deficits.  Steps  should  be  taken  soon  to  assure  the  financial  integrity  and  long- 
range  financial  soundness  of  the  program, 

2.  Tax  rates. 

a.  Employee-employer :  No  increase  should  be  made,  beyond  those  already 
scheduled  in  present  law,  in  the  total  tax  rates  for  employees  and  employers  for 
cash  benefits  and  hospital  insurance.  However,  the  OASDI  tax  rate  should  be 
gradually  increased,  as  OASDI  costs  increase,  and  the  increases  should  be  met 
by  reallocating  taxes  now  scheduled  in  the  law  for  part  A  (hospital  insurance) 
of  the  Medicare  program.  Income  lost  to  the  hospital  insurance  program  by  this 
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reallocation  should  be  made  up  from  the  general  funds  of  the  Treasury,  Hospital 
insurance  benefits  are  not  related  to  earnings,  so  should  be  phased  out  of  support 
from  the  payroll  tax. 

b.  Self-ernploijed:  The  present  7-percent  limitation  on  the  tax  rate  for  the  self- 
employed  should  be  removed.  The  sejf-employnaent  OASDI  tax  rate  should  be 
the  same  nuiltiple  of  the  employee  contribution  rate  as  was  fixed  at  the  time 
the  self-employed  were  first  covered— 150  percent. 

3.  Rctirenicnt  age.  The  Council  recognizes  that  under  current  demographic 
projections  there  will  ))e  a  sharp  rise  in  the  number  of  people  who  will  have 
reached  retirement  age  relative  to  the  working  age  population  in  the  first  several 
decades  of  the  next  century.  Although  the  Council  is  not  recommending  an 
increase  in  the  age  of  eligibility  for  social  security  retirement  benefits,  the 
Council  does  believe  that  such  a  change  might  merit  consideration  in  the  next 
century,  when  the  financial  burden  of  social  security  taxes  on  people  still  working 
may  become  excessive. 


ITEM  4.  SUMMARY  OF  MAJOR  RECOMMENDATIONS  FOR  THE  UNITED 
STATES  AS  EXPRESSED  IN  PROVIDING  ADEQUATE  RETIREMENT  IN- 
C03IE:  PENSION  REFORM  IN  THE  UNITED  STATES  AND  ABROAD* 

This  book  focuses  on  the  Social  Security  old-age  pension  programs  in  the 
United  States  and  a  number  of  other  countries  and  "attempts  to  place  pension 
developments  at  home  and  abroad  within  an  analytical  framework  that  we 
(the  authors)  hope  will  clarify  some  of  the  important  decisions  that  must  be 
made  in  the  near  future." 

One  of  the  major  recommendations  for  reform  in  the  United  States : 
"Specifically,  we  propose  the  adoption  of  a  standard  that  will  provide  inflation- 
protection  benefits  equal  to  a  specified  percentage  of  pre-retirement  average 
earnings  with  minimum  and  maximum  benefit  levels."  The  minimum  guaranteed 
replacement  through  Social  Security  is  put  at  about  55  percent  by  the  authors. 
Implementation  of  a  standard  of  at  least  55  percent  of  the  individual's  or 
family's  (if  married)  preretirement  average  earnings  during  the  best  ten  of  the 
last  15  years  prior  to  retirement  would  admittedly  require  a  large  increase  in 
Social  Security  revenues.  "It  will  probably  be  necessary,  therefore,"  say  the 
authors,  that : 

"1.  there  be  a  phase-in  schedule  for  increased  benefits  and  revenues  over 
a  period  of  five  ro  ten  years  ; 

"2.  in  order  to  keep  the  contribution  rates  paid  by  individuals  as  low  as 
possible  and  minimize  the  inequities  of  regressive  taxation,  general  revenue 
finoncing  should  be  used  to  meet  current  benefit  payment  obligations  to 
individuals  who  have  contributed  amoimts  below  their  expected  actuarial 
benefits.  Current  beneficiaries,  on  average,  will  receive  much  greater  benefit 
amounts  than  the  contribution  they  paid  into  the  system.  Current  workers 
should  not  be  required  to  meet  these  obligations  through  a  proportional/ 
regressive  tax  system." 
The  authors  also  call  for  improved  private  pension  supplements,  encouragement 
of  personal  saving,  better  health  cost  protection,  and  improved  part-time  em- 
ployment opportunities  for  older  persons. 


ITEM  5.  LETTER  FROM  JAiAIES  H.  SCHULZ,  ASSOCIATE  PROFESSOR, 
WELFARE  ECONOMICS,  BRANDEIS  UNIVERSITY;  TO  J.  W.  VAN 
GORKOM,  DATED  JUNE  3,  1975 

Dear  Mr.  Van  Gorkom  :  Senator  Frank  Church  has  sent  me  a  copy  of  your 
April  3  letter  to  him  which,  in  part,  discusses  my  testimony  before  the  committee. 
Apparently  Senator  Church  did  not  send  you  a  copy  of  my  testimony,  since  you 
attribute  to  me  a  position  which  I  did  not  take. 


♦Written  by  Dr.  James  Schulz  and  others,  published  in  1974.  Dr.  Sehulz  was  to  testify 
before  the  Commitee  on  Aging  at  the  March  19  hearing. 
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First,  nowhere  in  ray  statement  did  I  advocate  that  social  security  should  "do 
the  entii-e  job  [of  eliminating  poverty  among  the  aged]  without  any  needs  test." 
Quite  the  contrary,  I  pointed  out  in  my  statement  the  decline  in  poverty  and  the 
need  to  focus  our  policy  discussions  on  the  nonpoor  aged. 

Second,  with  regard  to  raising  replacement  rates  provided  by  social  security, 
I  am  surprised  that  you  would  assume  that  I  advocate  raising  these  rates  re- 
gardless of  the  labor  force  history  of  the  individual.  I  agree  (in  the  interest  of 
equity)  that  those  who  work  sporadically  should  receive  lower  pensions,  but  I 
vrould  want  to  work  out  a  more  equitable  treatment  of  the  special  situation 
facing  most  married  women  with  multiple  roles. 

You  state  in  your  letter  that  I  favor  increasing  benefits  to  help  those  "not 
receiving  a  basic  minimum."  Since  I  did  not  talk  about  providing  minimum  in- 
come through  social  security,  I  do  not  understand  the  reference.  And  I  did  not 
recommend  raising  benefits  for  low-income  workers,  thereby  giving  them  higher 
pension  replacement  rates. 

What  I  did  say  is  that  we  should  raise  the  general  benefit  levels  of  social 
security  to  provide  greater  adequacy,  using  an  earnings  replacement  concept 
as  tlie  measure  of  adequacy.  Your  objection  to  doing  this  on  the  grounds  that  it 
would  require  higher  taxes  just  dodf;es  the  issue:  have  you  stopped  buying  auto- 
mobiles or  riding  taxis  simply  because  their  cost  has  Increased?  Costs  are  always 
going  up,  and  anything  better  usually  costs  more !  As  I  indicated  in  tiie  hearings, 
it's  a  matter  of  priorities.  (And  a  question  of  who  pays  and  who  gets  how  much.) 

The  most  i]uportant  point  I  tried  to  make  in  my  testimony  is  that  freezing 
replacement  rates  at  current  levels  dooms  generations  of  retirees  tcifhout  private 
liension  coverage  or  without  adequate  private  pension  benefits  to  a  drastic  drop 
in  living  standards  when  they  retire.  Our  dual  pension  system  is  developing  a 
pension  elite  and  is  creating  two  classes  of  retirees. 

I  argue  that  we  need  to  face  up  to  this  problem.  There  are  different  ways  of 
responding,  and  my  recommendation  to  improve  the  universal  pension  (i.e.,  social 
.security)  for  all  and  thereby  create  a  minor  role  for  private  pensions  is  but  one 
approach.  But  at  very  least,  the  issue  should  be  raised  and  discussed. 

Of  course,  I  am  aware  of  the  time  limitations  of  the  Council.  But  if  you  did 
not  have  time  to  discuss  and  evaluate  the  adequacy  issue,  you  should  not  have 
so  blithely  recommended  that  replacement  rates  should  stay  at  current  levels. 
Y'et  again,  as  in  the  Council's  report,  your  letter  to  Senator  Church  discusses 
why  benefits  should  not  be  raised  but  then  goes  on  to  state  that  the  Council  did 
not  attempt  to  come  "to  grips  with  the  issue  of  a  proper  replacement  ratio." 

James  H.  Schulz. 
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FUTURE  DIRECTIONS  IN  SOCIAL  SECURITY 


WEDNESDAY,   MARCH   19,    1975 

U.S.  Senate, 
Special  Committee  on  Aging, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  4221, 
Dirksen  Building,  Hon.  Frank  Church,  chairman,  presiding. 

Present:  Senators  Church,  Moss,  Fong,  and  Clark. 

Also  present:  WiUiam  Oriol,  staff  director;  David  Affeldt,  chief 
counsel;  Deborah  Kilmer,  professional  staff  member;  John  Guy  Miller, 
minority  staff  director;  Margaret  Faye  and  Gerald  Yee,  minority 
professional  staff  members;  Patricia  Orioi,  chief  clerk;  Kathryn  Dann, 
assistant  chief  clerk;  Gerald  Strickler,  printing  assistant;  and  Dorothy 
McCamman,  consultant. 

OPENING  STATEMENT  EY  SENATOR  FRANK  CHURCH,  CHAIRMAN 

Senator  Church.  The  hearing  will  come  to  order. 

We  are  fortunate  to  have  ver}'  fine  witnesses  today,  and  I  want  to 
begin  the  testimony  as  quickly  as  possible;  but  I  would  like  to  make 
a  few  points  about  the  testimon}''  taken  j^esterday. 

We  had  three  members  of  the  Social  Security  Advisory  Council, 
who  did  disagree  on  several  important  points,  but  who  were  emphatic 
a])out  one  essential  point,  and  that  is  that  the  Nation  is  fortunate  to 
have  a  social  securitj''  system  built  upon  pa^Toll  contributions,  en- 
titling participants  to  certain  benefits,  which  provide  personal  security, 
at  least  up  to  a  certain  point  in  their  retirement  years,  while  helping 
to  protect  the  entire  Nation  against  the  dislocations — which  is  a  very 
polite  word  for  saying  the  massive  welfare  mess — that  we  would  be 
confronted  with  in  this  country  if  the  millions  and  millions  of  retired 
persons  over  65  j'ears  of  age  that  are  toda}?"  receiving  social  security 
benefits  were  left  without  its  protection. 

This  morning  at  least  one  news  account  said  the  major  happening 
at  yesterday's  hearing  was  that  the  Republican  and  Democratic 
Senators  expressed  faith  in  the  social  security  sj^stem,  while  empha- 
sizing that  changes  must  be  made  to  insure  its  continuing  soundness 
and  responsiveness. 

That  strikes  me  as  a  well-balanced  statement.  We  are  satisfied  about 
many  of  social  security's  attributes,  but  we  certainly  see  the  need  for 
change  to  meet  toda^^'s  stagflation  problems,  and  the  long-term 
demographic  problem  of  the  next  century. 

As  everyone  is  learning,  these  days  the  baby  boom  associated  with 
the  Second  World  War  is  now  moving  through  the  population ;  and  at 
about  the  turn  of  the  century,  we  will  have  a  markedly  higher  pro- 
portion of  elderl}'  people,  as  compared  to  the  entne  working  population 
that  is  the  case  today. 
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I  see  social  securit}^  from  many  perspectives,  including  the  viewpoint 
expressed  b.y  experts — with  projections,  actuarial  tables,  and  com.plex 
social  goals — it  is  all  essential.  But  there  is  another  viewpoint  which  I 
encounter  in  my  own  State  and  elsewhere  in  this  field;  it  is  the  funda- 
mental confidence  which  most  older  people  and/or  social  security 
recipients  have  in  the  social  security  sj^stem. 

That  confidence  is  c|uite  often  based  on  a  statement  as  forthright 
as  "I  paid  into  it,  and  now  I  am  sharing  in  its  benefits." 

It  is  a  feeling  that  I  am  entitled,  because  I  contributed  to  the  sys- 
tem, and  now  as  an  elderl}^  person,  the  benefits  that  I  receive  come  to 
me  as  a  matter  of  right. 

That  confidence  is  precious,  and  it  must  be  protected. 

Computer  Mishaps,  Delays 

For  that  reason,  I  am  disturbed  by  recent  reports  that  some  social 
security  recipients  are  encountering  difficulty  in  what  should  be  nor- 
mal operations;  for  example,  a  Washington  Post  story  recently  told 
of  a  person — a  doctor  and  his  mfe,  both  of  whom  are  due  social  security 
checks,  are  experiencing  delays  of  several  months  in  recei\dng  tliem. 

In  a  hearing  last  year  in  Idaho,  I  heard  directly  from  a  woman  who 
had  been  declared  dead  by  the  social  security  computer.  It  took  us 
some  months  to  persuade  the  computer  that  it  was  wrong,  since  all 
visual  evidence  suggested  she  was  very  much  alive. 

She  came  to  the  hearing  to  challenge  the  computer's  fuiding  per- 
sonally, and  after  a  while,  we  got  that  problem  straightened  out.  I 
realize  the  proportion  of  such  computer  mishaps  is  probably  very 
low,  but  I  have  asked  the  vSocial  Securit}"  Commissioner  for  a  report 
on  such  problems,  and  he  promised  to  send  me  one  at  an  early  date. 

I  would  like  to  make  this  fuial  point,  before  we  proceed  to  our  first 
witness.  Dr.  Schulz. 

It  would  seem  the  social  security  S3^stem  is  undergoing  a  sufficient 
number  of  evaluations  and  studies.  An  advisory  council  has  just 
concluded  the  report  we  discussed  yesterday. 

A  white  paper  has  been  issued  by  persons  long  associated  with  the 
social  security  system,  and  last  summer  the  Social  Security  Board  of 
Trustees  issued  a  significant  report,  and  yet  our  first  witness  today, 
Dr.  James  Schulz,  declares  in  his  new  book,  "Providing  Adequate 
Retirement  Income,'"  and  I  quote  from  the  book,  a  copy  of  vLich 
I  have  with  me  this  morning: 

It  is  time  that  a  bi'oad  review  of  our  retirement  income  maintenance  system 
was  undertaken,  and  serious  thought  given  to  the  requirements  of  providing 
adequate  retirement  incomes  for  the  future  aged. 

Dr.  Schulz  has  also  said  if  current  trends  continue,  the  gap  between 
retirement  incomie  and  work  income  is  likely  to  Avdden,  not  narrow. 

Dr.  Schulz,  I  know  you  have  a  prepared  statement,  and  you  will 
probably  discuss  these  points.  I  would  defer  to  Senator  Fong  in  case  he 
has  any  statement. 

Senator  Fong.  I  have  no  statement  to  make  this  morning. 

Senator  Church.  Senator  Moss,  do  you  have  a  statement  you  would 
like  to  make? 

Senator  Moss.  No,  thank  3'ou,  Mr.  Chairman.  I  am  pleased  to  be 
here. 
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Senator  Church.  Ver}^  well.  Dr.  Scliulz,  if  you  have  a  prepared 
■statement,  and  would  like  to  read  it,  or  to  summarize  it  for  the  com- 
mittee, then  we  will  proceed  to  ask  questions. 

Dr.  ScHULZ.  Senator,  there  are  a  lot  of  areas  I  would  have  liked  to 
cover  this  morning,  but  to  keep  my  statement  within  the  time 
limits,  as  was  suggested,  I  have  prepared  a  supplement  to  my  state- 
ment, which  covers  a  lot  of  material,  which  I  was  unable  to  include 
in  my  statement.  I  ask  that  the  supplement  to  the  statement  be 
included  in  the  record  at  the  appropriate  pomt.* 

Senator  Church.  Yes,  that  will  be  done. 

STATEMENT  0?  JAMES  H.  SCHTJLZ,  PH.  B.,  ASSOCIATE  PEOFESSOE 
OF  WELFAEE  ECONOMICS,  PROGEAM  IE  THE  ECONOMICS  AND 
POLITICS  OF  AGING,  BEANDEIS  UNIVEESITY 

Dr.  ScHULZ.  All  across  the  Nation  and  especially  in  Washington 
there  is  an  effort  currently  underway  to  limit  or  reduce  the  role  of 
social  security  and  expand  private  pensions.  This  is  not  altogether 
surprising  when  one  realizes  that  the  private  pension  industr}'  is  a  $200 
billion  business  and  that  there  are  millions  of  dollars  of  salaries, 
commissions,  and  profits  at  stake  in  the  outcome  of  these  efforts. 

I  will  argue  that  we  should  do  exactly  the  opposite.  We  should  be 
expanding  social  security  and  limiting  private  pensions. _ 

What  I  am  going  to  say  will  not  be  welcomed  b}^  the  private  pension, 
insurance,  and  banking  industries  in  this  country.  Nor  will  it  be  wel- 
comed by  many  who  are  currently  old.  And,  it  probably  will  not  be 
welcomed  by  some  advocates  for  the  aged — since  they  must  necessarily 
represent  and  deal  primarily  v*dth  the  problems  and  concerns  of  today's 
aged  population. 

I  wish  to  emphasize  at  the  very  beginning  of  my  remarks  that  the 
aged  can  no  longer  be  characterized  as  being  poor.  A  variety  of  statis- 
tics and  generaUzations  are  currently  being  used  by  some  to  support 
the  case  for  expanded  Government  action  to  help  people  who  are 
currently  old.  These  inadequately  take  into  account  the  significant 
improvements  of  the  past  decade"^  which  our  Nation  has  made  in  the 
economic  status  of  the  aged. 

While  I  am  strongly  in  favor  of  improving  the  way  we,  as  a  Nation, 
provide  and  insure  adequate  economic  resources  in  old  age — I  am 
concerned,  at  the  same  time,  that  new  policies  based,  in  part,  on 
misinformation  mil  not  be  the  right  pohcies.  And,  most  important,  in 
trying  to  help  older  people  today,  we  should  not  ignore  the  impact  of 
today's  action  on  those  who  ^\411  become  old  in  the  future. 

Since  the  intent  of  my  remarks  is  likely  to  be  misinterpreted,  I 
msh  to  emphasize  at  this'^point  that  I  am  not  unaware  or  unconcerned 
about  the  serious  economic  problems  facing  large  numbers  of  older 
people  today.  I  have  spent  almost  all  of  my  research  time  as  an 
economist  in  the  last  10  years  investigating  and  assessing  the  economic 
problems  of  the  aged.  I,  and  some  colleagues  have  just  pubhshed  a 
book  on  "Providms  Adequate  Income  in  Retirement."  The  central 
message  of  that  book  is  that  we  need  to  change  the  way  we  view  the 
adequacy  of  retirement  mcome  and  that  we  need  tg  significantly 

•  See  appendix,  item  1,  p.  917. 
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increase,  not  decrease  or  just  maintain,  private  and  public  pension 
expenditures. 

I  advocate  eliminating  economic  destitution  among  the  aged  and 
other  age  groups  now.  I  advocate  improved  health  care  for  the  aged 
and  other  age  groups  nov/.  And,  I  advocate  developing  as  soon  as 
practical  adequate  services  for  the  aged  to  meet  a  variety  of  their 
special  needs. 

Sensitivity  to  Equity  and  Differences 

But  we  must  try  to  do  these  things  in  ways  which  are  equitable  and 
which  take  into  account  the  widely  var^dng  economic  situations  of 
different  groups  of  older  persons.  Sensitivity  to  these  issues  is  especially 
important  as  we  look  forward  to  sharpl}^  rising  social  security  costs  in 
the  years  to  come.  In  this  regard,  I  wish  to  associate  mj^self  with  the 
very  excellent  statement  presented  to  this  committee  last  July  by 
former  Representative  ]>.Iartha  W.  Griffiths.*  While  in  Congress, 
Mrs.  Griffiths  eloquently  argued  for  pension  cost  effectiveness  and  for 
recognition  of  the  economic  implications  of  private  and  public  em- 
ployee pension  trends  which  permit  earlier  and  earlier  retirement  at 
increasingly  liberal  levels. 

It  is  now  clear  to  me  that  v^e  are  confronted  with  a  new  and  most 
serious  problem.  We  have  improved  public  and  private  pensions  sig- 
nificantly. But  if  present  trends  continue,  the  retirement  income 
disparities  created  by  our  present  dual  pension  s}/stem  will  grow  laro-er 
and  create  serious  social  tension  between  the  resulting  pension  elite 
and  those  less  fortunate. 

To  understand  what  is  happening,  it  is  important  to  look  at  the 
current  economic  status  of  the  elderly. 

The  fu'st  point  to  be  made  is  that  while  most  of  the  economic  data 
on  the  aged  are  highly  aggregated  data,  the  most  useful  type  of  data — 
for  analysis  and  evaluation  purposes — -are  disaggregated  data. 

Wliat  many  ^vriters  and  analysts  tend  to  do  is  give  means  or  medians 
for  all  or  large  groups  of  the  a^ed. 

Such  statistics  tell  us  very  Tittle.  By  lumping  together  all  the  aged 
population  one  seriously  distorts  the  realit}'. 

This  problem  is  similar  to  the  one  resulting  from  grouping  all  the 
aged  together  to  generalize  in  terms  of  their  social  problems.  }>Io.st 
people  who  work  in  the  held  of  gerontology  are  familiar  with  this 
problem  in  the  social  and  ps3^chological  areas.  There  is  no  such  thing 
as  the  collectivity  of  the  aged;  the  aged  are  a  heterogeneous  collection 
of  people  as  diverse  as  the  population  itself.  We  should  remember  that 
this  point  is  just  as  true  for  the  economic  issues  as  it  is  for  others. 

Chart  I  shows  the  significant  decline  in  poverty  among  the  aged 
occurring  over  the  last  7  years.  With  the  introduction  of  SSI  and 
State  supplementation  in  1974,  we  can  probabh'  anticipate  a  further 
drop. 


♦"Future  Directions  in  Social  Security,"  pt.  8,  Washington,  B.C..  July  16,  19T4,  p.  693. 
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Chart  I  PERSONS  AGE  55  AND  OVER  IN  POVERTY 
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But  as  illustrated  in  chart  II,  the  povert^^  rate  is  widely  divergent 
among  various  groups  of  the  elderly  population. 

Senator  Fong.  At  what  level  do  you  say  a  man  is  in  a  poverty  level, 
and  at  what  level  is  he  not  in  a  poverty  level? 

Chart  II  AGED  POVERTY  IN  1973,  SELECTED  CHARACTERISTICS 
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Dr.  ScHULz.  For  the  purposes  oi  these  charts,  they  are  based  on 
the  Federal  Government's  poverty  mdex,  the  one  that  was  mitially 
developed  by  tlie  Social  Security  Administration,  and  adopted  by  an 
intergovernmental  task  force. 

For  a  single  individual,  the  current  poverty  level  is  $2,119;  for  a 
couple,  it  is  $2,662. 

Senator  Fong.  Thank  you. 

Dr.  ScHULz.  I  will  be  arguing  very  shortly  that  this  index  is  not  a 
very  good  measure  of  income  adequacy.  But  it  is  the  one  that  is 
being  widely  used,  and  I  think  we  ought  to  be  using  anoth,er  one. 

Many  of  the  aged  were  poor  or  living  close  to  the  poverty  level 
prior  to  retirement.  Thus,  it  is  not  very  surprising — ^yet  still  shocking — 
to  see  the  high  incidence  of  poverty  among  nonwhite  aged  persons. 

And  then  there  is  an  important  group  of  tlie  elderly — ^widows — for 
whom  destitution  is  in  many  cases  a  relatively  new  experience. 

Senator  Church.  This  first  chart  v/hich  shows  the  incidence  of 
povertj^  has  gone  down  from  1966  when  it  was  28.5  percent  to  16.3 
percent  in  19V3,  that  is  based  upon  the  Government's  o^\-n  definition 
of  poverty? 

Dr.  ScHULz.  That  Is  correct. 

Senator  Church.  And  today  that  is  $2,119  for  an  individual, 
$2,662  annually  for  a  couple? 

Dr.  ScHULZ.  That  is  correct. 

Senator  Church.  All  right.  Then  you  moved  from  there  to  the 
second  chart,  and  3^ou  were  just  in  the  process  of  explaining  the  second 
chart.  I  am  sorry  for  the  interruption. 

Poverty  Figures  Misleading 

Dr.  Schulz.  The  point  I  want  to  eDipliasize  is  that  we  must 
disaggregate  our  view  of  the  elderly.  It  is  misleading  to  look  at  the 
aggregate  poverty  figures  shown  in  chart  I  which  have  been  moving 
down  and  now  are  relatively  low.  We  should  also  look  at  particular 
groups  of  the  aged  population,  especially  those  who  have  particularly 
iiigh  mcidences  of  povert3^ 

The  first  one  I  mentioned  was  the  nonwhite  aged,  and  then  there 
is  another  group  of  the  elderl}^  widov.s,  for  whom  destitution  is  in 
many  cases  a  relatively  new  experience. 

Of  the  3.4  milhon  aged  poor  in  1973,  nearly  half— 1.6  milhon — were 
women. 

Senator  Fong.  How  many  aged  poor  women  are  in  the  other  group 
of  nonwhite  poor? 

You  show  35.5  percent  nonwhite  aged  as  poor,  and  then  jou.  have 
the  female  category  with  34.9  percent  poor.  How  much  of  the  35.5 
poor  are  also  found  in  the  female  category? 

Dr.  Schulz.  I  do  not  have  that  statistic  available  to  me  today.  I 
think  that  can  be  obtained.  I  will  be  glad  to  try  to  provide  that  for 
the  committee. 

I  wonld  say  that  one  can  expect  at  least  as  high  a  proportion  of  the 
nonwhite  aged  women  to  be  in  poverty. 

I  would  like  to  have  the  opportunity  to  check  the  statistic  and" 
provide  it  to  you  to  make  sure  I  get  the  accurate  one,  but  the  impor- 
tant point  is  that  we  have  a  very  large  group  of  women  in  this  country 
today  who  are  living  in  poverty,  and  I  would  argue  that  our  pension 
systems  are  not  dealing  effectively  with  this  problem, 
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In  fact,  we  are  in  many  ways  exacerbating  the  problem  by  ignoring  it. 
These  women  sort  of  get  hidden  in  that  total  statistic  of  chart  I,  the 
aggregate  level  of  poverty  in  this  country. 

1  wanted  to  make  sure  I  pointed  out  to  the  committee  the  very 
high  incidence  of  poverty  among  certain  groups  of  people. 

It  is  really  something  we  should  direct  our  attention  to. 

[Subsequently,  Dr.  Schulz  provided  the  following  information :] 

Based  on  the  current  population  survey,  the  U.S.  Bureau  of  Census  reports 
that  in  1973,  63  percent  of  Negro  persons  living  in  poverty  were  women. 

Senator  Fong.  Among  the  male  headed  white  families,  it  is  only 
10)2  percent? 

Dr.  Schulz.  That  is  correct. 

Senator  Church.  Just  so  we  can  have  some  standard  for  comparison, 
can  you  tell  us  what  the  poverty  level  is  in  this  country  for  the  popula- 
tion at  large? 

Dr.  Schulz.  I  have  information  which  is  a  special  tabulation  of  the 
1970  current  population  survey,  information  compiled  b^'  the  Urban 
Institutes  and  presented  in  a  welfare  reform  task  force.  This  informa- 
tion is  for  1970,  so  it  is  not  as  up  to  date  as  the  committee  would  like, 
but  the  estimates  provided  there  show  that  using  the  Federal  poverty 
index  in  1970,  there  v/ere  24.5  million  people  in  poverty,  and  of  those 
the  nonaged,  nondisabled  represented  16.7  of  the  24.5  milUon. 

Aged  Principal  Poverty  Group 

Senator  Church.  The  figure  that  the  staff  furnishes  me  is  that  for 
the  population  as  a  whole,  the  poverty  line  for  1973,  in  1973,  was 
somewhere  between  11  and  12  percent,  so  we  begin  with  the  fact  that 
the  poverty  level  for  the  elderh'^  is  considerably  above  the  poverty 
level  for  the  population  as  a  whole. 

Dr.  Schulz.  Yes;  I  would  say  that  the  aged  have  been  for  m.any 
years  the  principal  povert}'  group  in  the  United  States,  and  that  has 
not  changed  significantly  currently.  However,  I  would  just  call  the 
committee's  attention  to  the  fact  the  situation  is  changing  rather 
rapidl3^  And  the  reason  it  is  changing  is  really  because  the  Congress 
has  responded  to  the  problem  through  SSI  and  increases  in  social 
security.  Also,  improvements  in  private  pensions  have  helped. 

Senator  Church.  The  fact  that  this  level  has  come  do^Aii  from 
28.5  percent  in  1966  to  16.3  percent  in  1973  does  demonstrate  con- 
siderable progress  has  been  made,  does  it  not? 

Dr.  ScnuLZ.  Yes;  unfortunately  we  do  not  j^et  have  statistics  for 
1974,  which  would  include  the  effects  of  SSI  in  terms  of  helping 
older  people. 

Now,  there  is  speculation  \vath  regard  to  whether  the  poverty 
figure  is  going  to  be  higher  or  lower  as  a  result  of  SSI.  I  suspect  it 
is  going  to  be  much  lower. 

Senator  Church.  Now,  if  we  retain  the  compact  that  we  have 
made  with  the  elderly  in  this  countr^^,  through  enactment  of  the 
automatic  cost  of  living  adjustment,  then  we  can  make  certain  that 
this  progress  is  at  least  maintained,  can  we  not? 

Dr.  Schulz.  That  is  correct. 

Senator  Church.  But  if  we  abandon  that  as  the  President  recjuests, 
then  the  chart  would  begin  to  go  in  the  opposite  direction? 

Dr.  Schulz.  That  is  quite  correct. 
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■  Senator  Church.  The  level  of  poverty  among  the  elderly  will 
start  to  flow  once  more? 

Dr.  ScHULZ.  That  is  correct. 

Senator  Fong.  You  have  sho\^^l  in  your  first  chart  the  droppmg 
of  the  poverty  level  from  28.5  in  1966  to  16.3  in  1973. 

Could  you  give  us  some  figures,  for  the  record,  of  the  change  smce 
1966  in  the  nonwhite  aged,  and  the  female-headed  households? 

Dr.  ScHULZ.  Yes,  certainly,  I  wih  be  glad  to  do  that.  I  do  not  have 
it  here.  I  may  have  it  in  some  of  the  material  I  brought  with  me, 
but  it  wdll  take  me  a  little  time  to  find  it. 

Senator  Church.  In  response  to  your  first  question,  Senaior  Fong, 
the  staff  has  furnished  me  with  a  very  significant  figure.  You  asked 
what  proportion  of  the  nonwhite  w^omen  were  living  in  poverty? 

Senator  Fong.  Yes. 

Senator  Church.  And  the  staff  furnished  me  with  a  figure  that 
shows  that  61  percent  of  nonwhite  women  living  alone  are  living  in 
poverty  today;  so  it  is  staggering,  it  is  a  staggering  figure. 

Senator  Fong.  But  my  question  is  to  the  effect,  what  has  been  the 
change  in  these  groups  since  1966? 

[Subsequently',  Dr.  Schulz  provided  the  following  information:] 

The  proportion  of  all  non-white  persons  with  money  incomes  below  poverty- 
has  changed  as  follows:  1966,  53.4  percent;  1970,  48.1  percent;  1973,  3.5.5  percent. 

For  non-white,  female-headed  families,  the  poverty  rate  change  has  been: 
1966,  58.5  percent;  53.4  percent;  1973,  51.4  percent.  ,  „      .         , 

For  non-white,  unrelated  individuals  (male  and  female),  the  followmg  change 
took  place:  1966,  53.1  percent;  1970,  46.7  percent;  1973,  37.8  percent. 

Senator  Church.  May  I  ask  you  this  question— looking  at  chart  II 
and  looking  at  the  last '^column,  which  is  female-headed  families  and 
unrelated  families,  that  shows  the  34.9  percent  of  the  women  living 
alone,  many  of  whom  are  no  doubt  widows,  are  today  living  in  poverty; 
something  over  a  third  of  the  widowed  mothers  of  this  country,  wives, 
and  unmarried  females,  are  living  in  poverty. 

Why  is  that  figure  so  much  higher  than  the  figure  for  all  retired 
people? 

In  the  social  security  system,  we  have  increased  the  ^\-idow's  share 
until  today  it  is  100  percent  of  the  husband's  entitlement. 

^Vhat  makes  for  this  large  difterentiation  between  the  average  level 
of  poverty  among  the  retired,  and  the  level  of  poverty  for  the  females? 

Dr.  ScHULZ.  I  addressed  a  similar  question  to  a  researcher  in  the 
Social  Security  Administration  when  she  made  a  presentation  at  the 
Gerontological  Society  meetings  a  year  or  so  ago,  and  her  response 
indicated  that  this  is  a  very  difficult  question  to  answer. 

I  will  try  to  give  you  my  general  reaction.  I  think  in  large  part  the 
explanation  hes  with  the  general  discrimination  against  women  in 
our  society  over  many  decades.  jMore  specificalh^,  if  we  look  at  the 
treatment  of  wom.en  under  pension  systems,  because  this  becomes 
verv  important  when  we  are  talking  about  retired  w^omen  or  women 
in  old  age— we  find  that  up  until  just  recently  social  security  has  not 
done  a  very  good  job  in  terms  of  reacting  to  the  special  situations  of 
women. 
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I  believe  many  of  the  system's  provisions  are  disoriminatory  aj^ainst 
women  and  should  be  changed.  And,  in  general,  I  think  the  100 
percent  replacement  of  a  very  low  and  inadequate  social  security 
benefit  is  not  going  to  solve  the  problem  for  women. 

There  are  just  a  lot  of  people  in  this  country  rel^dng  solely  on 
social  security,  and  as  I  will  state  in  my  testimony,  I  think  these 
social  security  levels  are  much  too  low.  The  100  percent  replacement 
of  an  inadequate  pension  does  not  give  you  very  high  replacement. 

Bat  there  is  another  problem  which  lies  primarily  in  the  private 
sector.  If  you  look  at  private  pensions,  the  goal  of  private  pensions 
developme"nt  in  the  past  has  been  to  first  help  the  worker,  and  to 
deal  particularly  with  the  problems  of  older  workers  approaching 
retirement. 

Widow  Benefits  Often  Small 

The  private  employer's  position  has  been  that  providing  private 
pensions  was  a  very  expensive  burden  to  assume.  Therefore,  priorities 
had  to  be  assigned;  choices  were  needed.  Low  on  the  priorities  v/as 
providing  Avidows  benefits. 

Thus,  "if  you  look  at  the  working  paper  which  I  prepared  for  the 
committee  when  it  conducted  its  hearings  on  the  economics  of  aging,* 
you  will  find  a  compilation  of  widows  benefits,  survivors  benefits, 
existing  in  a  sampling  of  private  pension  plans. 

These  benefits  were  very  small,  sometimes  only  a  lump  sum  of  $100 
or  $200.  So  we  find  that  for  that  segment  of  the  population  covered  by, 
private  pensions,  the  survivors  benefits  are  clearly  inadequate.  And. 
this  too,  in  part,  accounts  for  the  poor  economic  status  of  older 
women. 

I  think  also  operating,  and  I  know  less  about  this  because  I  have  not 
studied  it  personally,  is"  the  fact  that  there  has  been  a  difficulty  among 
individuals  in  providing,  through  private  life  insurance,  adequate 
coverage  for  women.  This  again  has  created  problems. 

A  final  point  that  I  can  think  of  is  the  fact  that  private  pension 
programs  and  public  employee  pension  programs  often  provide  an 
option  to  the  worker  as  to  whether  he  will  take  his  full  benefit  or  a 
reduced  benefit  with  a  widow's  option.  The  evidence  is  overwhelming 
that  most  workers  choose  a  higher  benefit  without  a  widow's  option.. 

That  is  a  very  long  answer  to  your  question,  but  the  question  is  a 
very  difficult  one.  And  as  I  have  tried  to  argue,  I  think  this  problem  of 
poverty  among  women  should  take  top  priority  among  the  many 
items  requiring  the  attention  of  the  Social  Security  Administration 
and  the  Congress. 

Senator  Fong.  Given  the  fact  that  social  security  is  only  less  than 
40  years  old,  and  man}^  women  have  not  been  covered,  and  that  we 
hav^e  gradually  brought  in  other  employments,  as  covered  employ- 
ments, and  now  that  we  have  given  the  widow  100  percent  entitlement 

♦"Eooiiomlcs  of  Aging :  Toward  a  Full  Share  In  Abundance,"  pt.  lOA,  Washington,  D.C., 
Feb.  17,  1970,  p.  1499. 
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to  her  husband's  social  security,  that  will  eventually,  in  a  few  more 
years,  that  will  really  cut  down  the  poverty  level  of  many  of  these 
women,  ^vill  it  not? 

Dr.  ScHULz.  Yes. 

Senator  Church.  Very  well.  Why  don't  you  continue  with  your 
testimony. 

Dr.  ScHULz.  The  statistics  previousl}^  cited  do  not  include  more  than 
a  milhon  hidden  aged  poor  hving  in  other  households — most  of  whom 
are  women.  So  the  problem  is  even  worse  than  the  official  statistics 
would  suggest. 

Now,  the  fact  remains,  however,  that  the  overwhelming  bulk  of  the 
aged  are  not  poor  if  we  accept  the  definition  of  poverty  adopted  b}'  the 
Federal  Government.  In  fact,  aged  poverty  as  conventionally  defined 
may  virtuall^^  disappear  in  the  near  future  with  improvements  in 
SSI,  social  security,  and  private  pensions. 

But  if  we  do  finally  eliminate  povertj^  among  almost  all  the  elderly, 
should  this  satisfy  the  Nation's  collective  commitment  to  providing 
adequate  income  in  retirement?  I  think  not. 

Kobert  Myers,  former  actuary  for  the  Social  Security  Administra- 
tion, has  labeled  advocates  of  a  greater  role  for  social  security  in  aged 
income  maintenance  as  "expansionists."  He  designates  as  moderates 
those  persons  who  "believe  that  the  present  system  is  reasonably 
adequate." 

Mj^ers  characterizes  the  moderate  veiwpoint  as  one  which  supports 
a  governmental  pension  program  which  provides  benefits  which  are 
"sufficient  so  that,  with  assets  and  real  estate  normall}^  accumulated, 
the  vast  majority  of  beneficiaries  will  be  able  to  have  at  least  a  reason- 
able subsistence." 

Here  then  is  the  issue.  Is  social  security — as  IMyers,  various  social 
security  advisory  councils,  and  many  others  have  argued — merely 
to  provide  benefits  to  insure  that  retirees  can  merely  subsist  at  a 
poverty  level?  Or  are  the  people  of  the  United  States  ready  to  es- 
tablish collectively  a  much  higher  standard? 

From  one  perspective  it  might  be  argued  that  the  question  is 
already  answered.  Currently  the  income  levels  of  man}^  elderly  are 
beyond  subsistence— due  mainly  to  the  im^proved  coverage  and 
benefit  levels  of  the  social  security  pension  program.  And,  as  wages 
rise  along  with  the  social  security  contribution  ceiling,  retirees  of  the 
future  will  be  eligible  for  old-age  benefits  far  be^^ond  the  subsistence 
level. 

Thus,  an  im.portant  and  I  think  reasonable  question  for  the  Congress 
to  ask  is:  What  is  an  appropriate  earnings  replacement  goal  for 
social  security? 

In  recent  years  the  pension  systems  of  many  countries  have  sought 
to  express  their  benefit  goals  in  terms  of  the  proportion  of  preretirement 
earnings  provided  by  pension  benefits.  However,  in  the  U.vS.  Congress, 
there  has  not  been  much  attention  given  to  the  pension  replacement 
rates  implied  b}^  the  social  security'-  benefit  formulas. 

Chart  III  shows  estimates  that  I  have  made  of  the  preretirement 
earnings  replaced  by  social  security  for  couples  in  the  United  States 
retiring  between  1960  and  1979. 
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Chart  III  PROJECTED  RATIO  AT  RETIREMENT  OF  OASI  TO 

PRERETIREMENT  EARNINGS,' AGED  COUPLES,  1960-1979 


RATIO 

U.S. 

GERMAN-TYPE 

SWEDISH-TYPE 

TOTAL  PERCENTAGE 

100 

100 

100 

29  or  Less 

36 

5 

6 

30-49 

43 

14 

29 

50-69 

13 

45 

42 

70-89 

4 

32 

16 

90  or  More 

5" 

6" 

8^ 

Average  of  five  yeors  priof  to  retiremenf 
Totals  exceed  100%  becouse  of  rounding 

Source:  Schuir,  el  ol.  Providing  Adequate  RefiVemenf  fncome 


Three  distributions  are  showTi.  The  first  cokimn  shows  replacement 
rate  estimates  based  on  a  simulation  model  which  incorporates  all 
major  provisions  of  the  current  U.S.  social  security  s^'^stem. 

Notice  the  ver^^  low  replacement  potential  of  the  system;  onl}'  a 
third  of  the  couples  are  estimated  to  receive  greater  than  50  percent 
of  their  average  earnings  in  the  5  years  prior  to  retirement. 

In  contrast,  the  next  two  columns  show  the  replacement  rates  for 
Americans  which  would  result  if  we  had  a  social  security  system  similar 
to  the  ones  in  West  Germany  or  Sweden.  I  think  such  an  internationvl 
comparison  is  especially  instructive  because  it  compares  our  system, 
not  with  some  social  planner's  ideal  or  dream,  but  with  actually 
oj)erating  alternative  systems  in  other  countries — countries  subject 
as  we  are  to  the  veiy  real  cost  questions  of  pension  financing. 

There  is  no  doubt  that  our  current  social  security  system  provides 
pensions  which,  in  the  absence  of  other  economic  resources,  force 
manv  retired  persons  to  live  at  a  much  lower  standard  of  living  than 
the}'  had  before  retirement. 

And  that  is  one  reason  why  we  should  not  severely  penalize,  through 
the  rules  of  our  social  security  svstem,  individuals  who  need  and 
want  to  supplement  their  pension  income  by  working.  I  have  jjre- 
vioush-  presented  to  this  committee  my  objections  to  the  current 
social  security  retirement  test.  I  indicated  then  that  I  am  not  in  favor 
of  totalh'  eliminating  the  retirement  test. 

Senator  Church.  Let's  see  if  I  follow  that  chart  correctly.  Wlien 
3^ou  look  at  the  Swedish  system,  retirement  system,  approximately 
two-thirds  of  the  people,  retired  people,  of  Sweden  are  earning  a  re- 
tirement income  that  is  50  percent  or  more  of  their  working  income, 
correct? 

Dr.  ScHULZ-  Let  me  tr\''  to  explain  it  again.  If  we  do  not  change  our 
social  security  system  in  this  country,  the  retirement  system  will 
result  in  replacement  for  this  group  of  couples  [pointing  to  the  chart] 
which  are  above  50  percent. 
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Senator  Church.  Now,  that  is  22  percent,  as  I  add  it  up,  9  and  13, 
22  percent,  or  only  slightly  more  than  55  of  our  retirees  under  our 
social  security  system  will  be  receiving  50  percent  or  mora,gL-da^r 
working  income  as  retirement? 

Dr.  ScHULz.  Yes. 

Senator  Church.  Compared  to  64  percent  in  the  case  of  Sweden? 

Dr.  ScHULz.  Sixtj^-six  percent. 

Senator  Church.  Sixty-six  percent  in  the  case  of  Sweden? 

Dr.  Schulz.  Yes;  we  are  talking  about  Americans,  not  people  in 
Sweden. 

Suppose  we  abolished  our  present  system  and  substituted  for  it  a 
system  similar  to  the  one  in  Sweden.  Then  if  we  looked  at  the  Ameri- 
cans who  would  be  retiring  between  1960  and  1979,  we  would  find 
them  receiving  replacement  rates  in  proportions  similar  to  those 
shown  in  chart  III. 

I  am  trying  to  show  the  effects  of  a  s^'^stem  that  is  operating  in 
another  country.  I  am  not  advocating  that  we  adopt  it.  I  am  saying 
that  if  that  system  were  operating  in  the  United  States,  it  would  pro- 
vide much  higher  replacement  rates  than  we  are  getting  from  our 
own.  And  it  is  not  a  hypothetical  S3^stem;  it  is  an  actual  system  in 
operation. 

Senator  Church.  And  had  we  operated  the  German  t^^pe,  something 
over  SO  percent,  83  percent? 

Dr.  Schulz.  For  all  practical  purposes,  almost  all  couples  would  be 
getting  more  than  50  percent. 

Senator  Church.  Would  83  percent  be  getting  more  than  50  per- 
cent of  their  retirement  above  average  salary? 

Dr.  Schulz.  Right. 

Senator  Fong.  What  kind  of  pensions  do  Sweden  and  Germany  have? 

Private  Pensions  Flourish 

Dr.  Schulz.  In  Sweden,  they  have  very  good  public  pensions  and 
also  a  ver}'  sizable  private  pension  system. 

That  is^  it  is  still  felt  necessary  in  Sweden  to  supplement  the  public 
social  security  benefits  with  private  benefits.  In  neither  Germany 
nor  Sweden  has  the  larger  replacement  rate — larger  than  the  United 
States — through  the  public  system  resulted  in  the  abolishment  or 
elimination  of  private  pensions. 

In  fact,  during  m}^  visits  to  both  countries,  the  people  in  the  in- 
dustries, the  private  pension  industries,  indicated  that  private  pen- 
sions are  flourishing  and  providing  a  very  useful  function.  And  as  I 
will  argue  in  n\y  statement,  I  think  there  is  a  place  for  private  pensions. 
I  would  not  argue  for  their  complete  abolition.  The  question  is  what 
should  be  the  mix  of  public  and  private  pensions?  I  would  argue  the 
present  mix  should  be  changed. 

Senator  Fong.  Would  you  say  that  in  private  public  pensions  in 
Sweden  and  German}^  the  retiree  gets  100  percent,  most  retirees  get 
100  percent  of  their  preretirement  wages? 

Dr.  Schulz.  Often  close  to  100  percent  of  after-tax  wages. 

You  have  to  make  a  distinction  as  to  whether  one  is  referring  to 
gross  wages  or  wages  after  the  income  tax.  The  goal  in  both  of  those 
countries  is  to  maintain  the  standard  of  living  of  an  individual  or  a 
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couple  in  retirement  uliich  is  the  same  standard  as  they  had  before 
the}'  retired — not  to  subject  them  to  a  radical,  or  a  sharp  drop  in 
their  living  standard,  just  because  they  turned  the  magic  age  of  62 
or  65. 

That  is  the  primary  goal  of  both  of  those  pension  S3^stems,  and  it 
is  the  one  I  think  the  Congress  should  be  seriously  considering  for 
this  country. 

Senator  Church.  But  our  goal  through  the  years  has  been  a  very 
different  one. 

Dr.  ScHULZ.  Yes. 

Senator  Church.  Our  goal  has  been  to  furnish  elderly  people, 
through  the  social  security  sj^stem,  with  a  sufficient  income,  provide 
them  Vith  subsistence  living,  and  only  those  whose  incomes  were  at 
the  very  highest  part  of  the  scale,  yet  a  retirement  that  is  much  above 
the  subsistence  level. 

Dr.  Schulz.  Yes,  and  you  -snll  see  when  I  get  to  chart  V,  the  rather 
dramatic  implications  of  that  decision  and  its  implication  for  the 
growth  of  private  pensions  in  this  country.  We  have  two  groups  of 
older  people  who  are  moving  awaj''  from  one  another  in  terms  of  the 
adequacy  of  their  incomes  in  retirement. 

Senator  Church.  Very  well.  Please  continue. 

Cost  of  Abolishing  Retidemext  Test 


Dr.  Schulz.  As  I  said,  I  would  not  like  to  see  the  retirement  test 
abolished.  Rather,  I  think  it  should  be  significantly  liberahzed.  That 
significant  liberalization  coidd  be  legislated  at  a  much  lower  cost 
than  the  very  high  and  more  publicized  cost  of  complete  elimination. 

The  figure  I  have  most  often  heard  used  ib  $4  billion,  and  above 
that,  I  have  heard  $4i4  billion. 

That  cost  figure  is  for  complete  elimination  of  the  social  security 
retirement  test,  as  shown  in  chart  IV. 

Chart  IV  COSTS  OF  LIBERALIZING  THE  SOCIAL 
SECURITY  RETIREMENT  TEST 

$4  Billion 


$2.5  Billion 


$2.7  Billion 


$1.7  Billion 


COMPLETE     RAISE  CEILING 
ELIMINATION        TO  $6,0Q0 

Source:    Congressional  Research  Service,  March  2,  1973 


$9,000*  $6,000* 

•MINUS  ANNUAL  SOCIAL  SECURITY  BENEFITS 


52-31S— 75- 
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I  think  that  we  should,  when  we  consider  the  direction  we  want  to 
2;o  with  regard  to  the  retirement  test,  look  at  the  options  in  betvreen, 
a  very  severe  test,  and  a  complete  elimination  of  the  test.  What  I  am 
trying  to  show  by  this  chart  is  that  ^^dlen  ;;vou  abolish  the  test  the 
cost  is  still  not  inconsequential.  But  the  cost  drops  substantially  for 
other  alternatives. 

In  the  current  situation,  where  many  older  people  need  and  want 
to  supplement  their  social  security  pensions  with  work,  I  think  it 
is  wrong  to  so  severely  penalize  them. 

Senator  Church.  Does  not  it  follow  that  if  our  task  has  been 
largel}'  one  of  providing  subsistence  income,  then  in  fairness,  we  ought 
to  permit  those  who  are  willing  and  able  to  earn  supplementary  income 
without  penalizing   them  though   a  reduction  of   their  retirenaent? 

Dr.  ScHULZ.  Yes. 

Senator  Church.  And  presently — vrhat  is  the  earnings  test,  about 
$2,400?  It  is  now  $2,500.  We  have  been  adjusting  it  upward.  It 
is  very  close  to  the  poverty  level.  In  other  words,  our  position  seems 
to  me'^  that  if  you  earn  $2,400,  which  is  close  to  our  own  definition  of 
poverty,  anytlimg  above  that  has  to  be  docked  from  your  retirement 
income. 

Now,  in  your  chart,  this  $6,000  would  be  a  retirement  test  that 
would  permit  a  rethee  to  earn  up  to  $6,000  without  penalty? 

Dr.  ScHULZ.  That  is  correct. 

Senator  Church.  Up  to  $500  a  month  AAithout  penalty? 

Dr.  Schulz.  That  is  correct,  yes. 

Senator  Church.  And  a^ou  say  the  cost  of  that  social  security  SA^stem 
would  be  $1.7  billion? 

Dr.  Schulz.  That  is  correct,  as  estimated  by  the  Congressional 
Reference  Service.  I  am  using  data  provided  by  them,  and  it  is  much 
lower  than  the  $4}^  billion. 

Senator  Church.  We  are  always  frightened  away  from  any  tamper- 
ing of  this  test,  and  the  $4  billion  figure  throws  us. 

Dr.  Schulz.  That  is  right. 

Senator  Church.  I  have  a  bill  in  the  Senate  pending  which  would 
increase  the  retirement  earnings  test  adjusted  to  $3,000,  which  is  a 
ver}:-  modest  increase  above  the  present  level. 

Have  you  an3^thing  that  you  could  give  us  sho\ving  what  the  cost 
of  such  an  adjustment  would  be  to  the  social  security  system? 

Dr.  wScHULZ.  I  am  afraid  not. 

Senator  Church.  Can  you  give  us  an  estimate,  would  it  be  less  than 
$]  billion? 

Dr.  Schulz.  From  the  cost  estimates  shown  in  chart  IV  it  would 
appear  that  the  cost  would  be  alm.ost  negligible,  that  it  would  not  be 
very  high. 

Mr.  Oriol.  $200  million  the  first  year. 

Senator  Church.  The  cost  of  the  system  would  be  $200  million  if 
we  raise  the  retirement  to  $3,000.  You  have  here  a  column  indicating 
a  cost  of  $2.5  billion  when  you  raise  the  ceiling  to  $6,000. 

Over  here  your  $6,000  indicates  approximately  $1.7  billion.  How  do 
you  reconcile  the  two  columns? 

Dr.  Schulz.  The  asterisk  indicates  the  difference.  The  first  figure  is 
for  a  test  which  does  not  take  into  account  social  security  beneiits. 
That  is,  regardless  of  your  benefits,  you  would  be  allowed  to  work 
and  earn  up  to  $6,000  a  year. 
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Senator  Church.  I  see. 

Dr.  ScHULZ.  It"  YOU  wanted  to  introduce  an  adequac}'-  test  into 
the  retirement  test,  that  is  to  permit  those  people  who  get  the  lowest 
social  security  benefits,  and,  therefore,  probably  need  supplementa- 
tion the  most,  to  w^ork  the  most — then  by  using  a  device  similar  to  the 
one  illustrated  on  the  far  right  of  the  chart,  3'ou  reduce  the  cost.  In 
terms  of  cost  effectiveness,  you  help  the  lowest  income  people  among 
the  elderl}^  population.  That  is,  you  provide  the  most  liberal  retire- 
ment test  for  them. 

Another  Element  of  Complexity 

Senator  Church.  That  would  certainly  be  a  fairer  way  to  aj^proach 
this,  but  it  would  add  another  element  of  complexit}^  to  the  system, 
make  it  very  difhcult  for  people  to  understand,  why  one  can  earn 
more  than  another. 

We  already  have  that  problem  in  medicare,  when  people  simply 
cannot  understand  why  their  neighbor  receiA*ed  more  from  medicare 
than  they  did,  and  all  of  this  as  you  know  depends  upon  how  much  the 
doctor  charges,  and  how  much  the  medicare  covers  of  the  doctor's 
fee,  and  it  is  almost  impossible  for  people  to  grasp  what  seems  to  them 
to  be  uneven  treatment,  and  I  think  that  that  would  be  a  problem  in 
the  kind  of  proposal  that  you  make. 

Dr.  ScHULZ.  I  agree.  I  think  that  is  a  real  concern.  In  fact,  my 
general  reaction  to  the  existing  complexity  of  the  social  security 
sj^stem  makes  me  sympathetic  to  any  argument  against  introducing 
still  another  complexity  of  this  sort.  But  the  main  reason  I  present 
this  as  an  alternative  is  really  to  dramatize  the  difference  between 
what  I  see  is  the  present  totallj^  irrational  wa}^  of  setting  the  retire- 
ment level — just  arbitrarily  setting  the  figure — and  an  alternative 
wa}'  in  which  3'ou  could  rationally  justify  a  much  higher  retirement 
test  level. 

I  think  that  realisticalh'  and  administratively  it  would  be  better 
to  stay  with  a  simple  increase  and  avoid  that  kind  of  comi^lexity. 

Senator  Fong.  What  would  \-ou  do  for  a  man  who  refused  to  retire 
at  65,  and  he  works  to  72?  Is  that  1  percent  annual  increment 
sufficient? 

He  is  complaining  that  $4  billion  of  his  money  will  take  care  of  the 
other  people,  and  he  is  only  getting  1  percent  more  for  working, 
whereas  if  he  retired  at  62,  you  reduce  it  at  another  figure  from  what 
he  would  get  at  65  for  every  3'ear,  but  when  he  works  be3^ond  65 
he  should  get  12^3  percent,  something  like  that. 

Dr.  ScHULZ.  Since  we  are  faced  with  rising  costs  of  social  securitv, 
it  is  very  important  to  encourage  people  who  are  able  and  would  like 
to  work  to  continue  working.  Therefore,  I  would  be  in  favor  of  seeing 
that  kind  of  a  provision  liberalized.  That  is,  to  provide  a  stronger 
incentive,  or  bonus  to  people  who  continue  working. 

We  have  to  remember,  however,  that  it  is  necessary  to  balance 
off  the  problems.  That  incentive  costs  money,  and  money  may  be 
taken  away  from  the  people  who  are  unable  to  work. 

Senator  Fong.  The  1  percent  is  no  incentive  at  all? 

Dr.  ScHULz.  No,  I  don't  think  so. 

Senator  Church.  Senator  Fong,  we  have  a  bill  pending  that  is 
addressed  to  this  problem. 

Senator  Fong.  Yes,  I  have  introduced  a  bill  to  increase  it. 
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Senator  Church.  I  think  it  would  be  a  definite  improvement  in 
the  system. 

I  am  sorry.  We  have  a  vote  on.  Why  don't  you  go  ahead  and  then 
come  back.  I  mil  stay  a  few  more  minutes,  and  then  we  will  not 
have  as  long  a  recess,  if  you  could  continue  with  your  testimony. 

Senator  Fong  will  be  back  after  he  votes. 

Dr.  ScHULz.  I  am  coming  now  to  what  I  think  is  the  most  important 
part  of  my  statement. 

Another  way  of  dealing  with  the  low  income  provided  by  social 
security  has  been  the  development  of  private  pension  plans.  Many 
of  these  plans  now  provide  benefits  which  together  with  social  security 
enable  recipients  to  live  very  comfortably  in  retirement— often  at  a 
level  about  equal  to  their  "^preretirement  standard  of  living.  But 
currently  only  about  45  percent  of  wage  and  salary  workers  in  private 
industry  are  covered  by  private  pensions. 

Thu.s,  we  now  see  an  important  division  occurring  in  the  retired 
aged  population — between  those  with  two  pensions  and  those  with 
only  one  pension. 

Chart  V  illustrates  the  pension  disparity  among  men  retiring  m 
early  1970.  This  chart  shows  the  proportion  of  retirees  with  less  and 
more  than  50  percent  replacement  of  total  earnings. 

Chart  V  PROPORTION  OF  MALE  SOCIAL  SECURITY  RETIREES  WITH 
LESS  AND  MORE  THAN  FIFTY  PERCENT  EARNINGS 
REPLACEMENT  EARLY  1970  ' 
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Source:  Social  Security  Administratioa 
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About  half  of  the  men  retiring  during  the  first  half  of  that  year  did 
not  receive  at  retirement  any  pension  other  than  social  security. 

On  chart  V,  this  group  of  '"^'social  security  only"  recipients  is  divided 
into  two  groups:  Ihose  with  earnings — in  their  3  years  of  highest 
earnings  during  the  last  10 — below  the  social  security  maximum 
taxable  earning's  ceiling  and  those  with  earnings  above  the  maximum 
in  1  or  all  of  the  3  highest  years.  The  third  group  is  retirees  with  both 
social  security  and  private  pension  coverage.  While  a  relatively  high 
proportion,  47  percent,  of  retirees  with  dual  pension  coverage  received 
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pensions  replacing  more  than  50  percent  of  preretirement  earnings, 
most  men  receiving  onl}''  social  security  receiA'ed  less  than  50  percent 
replacement. 

How  are  we  to  justify  the  growing  economic  chasm  between  these 
groups? 

The  current  tax  exemption  incentives  to  promote  retirement 
savings  by  those  not  covered  by  private  pensions  will  not  solve  the 
problem.  The  experience  of  Canada,  with  a  similar  but  even  more 
liberal  tax  provision,  indicates  that  the  option  will  be  used  almost 
exclusivel}"  by  the  very  well-to-do. 

We  could  require  all  employers  to  provide  private  pensions  for 
their  emploj-ees  or  to  allow  them  to  join  a  government-run  supple- 
mental pension  program.  This  is  the  approach  proposed  by  the  current 
Labor  government  in  Britain  and  the  Conservative  government  before 
it. 

Social  Security  System  Superior 

While  this  option  should  certainly  be  explored,  I  would  argue  in 
favor  of  another  approach.  We  should  rely  more  hea^dly  on  social 
security  for  the  bulk  of  pension  income.  The  system  has  already 
proven  its  superiority  and  popularity  in  providing  major  retirem^ent 
security.  Piivate  pensions  and  personal  savings  are  necessary  com- 
ponents to  most  individuals'  retirement  programs,  but  I  believe  that 
only  a  national  pension  sA^stem  can  deal  effectivel}^,  first,  with  the 
need  for  universal  and  equitable  economic  security  in  old  age.  Second, 
with  the  need  for  protection  against  the  problems  of  retirement 
preparation  and  retirement  living  arising  from  unemployment  and 
inflation.  Third,  with  the  need  for  sharing  the  Nation's  real  economic 
growth  with  retired  persons  who  look  forward  to  one  to  two  decades 
out  of  the  labor  force. 

The  recent  somewhat  belated  discover}^  by  some  that  the  post- 
World  War  11  baby  boom  has  important  implications  for  the  financing 
of  social  security  has  been  seized  upon  by  some  as  a  basis  for  scaring 
the  pubhc  and  undermining  support  for  an  expanded  system. 

The  recently  issued  A\hite  paper,  endorsed  by  former  Secretaries 
of  HEW  and  former  C\)nnnissioners  of  Social  Security,  does  a  good 
job  of  sunmiarizing  the  reasons  whj^  the  recent  attacks  en  social 
security  are  generally  fallacious  and  irresponsible, 

Cert'ainl}'-,  Mr,  Chairman,  we  should  not  ignore  the  question  of  the 
future  costs  of  social  security.  Neither  should  we  allow  ourselves  to 
focus  so  intently  on  this  one  issue  that  we  ignore  the  most  basic 
issue  of  all:  What  is  the  best  mix  of  private  and  public  pensions  to 
insure  ourselves  adequate  income  in  retirement? 

The  present  social  security  system  is  certainly  not  perfect.  In 
calling  for  a  significant  expansion  in  social  security  old-age  pensions 
to  provide  more  adeciuate  retirement  income,  I  am  well  aware  of  a 
number  of  pioblems  and  inequities;  for  example,  the  treatment  of 
women  and  the  treatment  of  persons  prematurely  forced  out  of  the 
work  force. 

But  1  wish  to  associate  myself  -with  the  position  articulated  in  the 
social  security  w"hite  paper:  * 


*Wliito  pappr  isKiiPfl  on  Feb.  10.  Ifl".".  endorsod  by  five  former  Health,  Education,  and 
Welfare  Secretaries  and  three  former  Social  Security  Commissioners. 
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Public  discussion  addressed  to  improvement  of  the  system  is  both  necessary 
and  helpful.  But  discussion  of  that  kind  is  very  different  from  assertions  that  the 
system  is  basically  unsound,  that  it  is  bankrupt,  or  for  some  other  reason  doomed 
to  collapse,  or  that  it  is  a  deception  foisted  on  the  American  public. 

There  is,  however,  one  current  problem  connected  with  the  opera- 
tion of  social  securit}^  which  is  very  relevant  to  ni}^  argument  that 
pension  levels  should  be  increased  to  provide  greater  replacement  of 
preretirement  earnings. 

Indexing  Procedure  Needs  Revision 

Various  professionals  in  the  pension  field  have  raised  serious  ques- 
tions regarding  the  indexing  procedures  legislated  in  1972  to  adjust 
the  system  for  changes  in  the  general  level  of  prices.  It  is  argued 
that  current  mechanisms  overadjust  and  introduce  a  bias  toward 
ever-increasing  real  benefit  levels  and  higher  payroll  tax  rates.  As  a 
consequence  of  this  upward  bias,  various  projections  show  future 
cohorts  of  retirees  achieving  higher  and  higher  earnings  replacement 
from  social  security  pensions — replacement  rates  which  in  some 
cases  could  result  in  pensions  which  actuallx^  exceed  preretirement 
earnings. 

The  Social  Securit}^  Advisory  Council  has  considered  the  indexing 
problem  and  recommended  that  "the  benefit  structure  should  be 
revised  to  maintain  the  levels  of  benefits  in  relation  to  preretirement 
earnings  levels  that  now  prevail." 

While  discussing  the  indexing  problem  at  length,  the  Council 
provides  no  justification  for  not  improving  the  real  level  of  benefits. 
In  fact,  the  whole  issue  of  benefit  adequacy  has  been  avoided  again — 
just  as  was  the  case  with  the  previous  Advisory  Council. 

I  wish  to  argue  strongly  against  the  Advisoiy  Council's  recommenda- 
tion to  freeze  social  security  replacement  rates  at  current  levels. 
If  such  a  pohcy  were  adopted,  it  would  doom  generations  of  retirees 
without  private  pension  coverage  and  those  with  inadequate  private 
benefits  to  the  same  drastic  drop  in  living  standards  experienced  by 
so  many  of  the  current  aged  population. 

As  the  Congress  well  knows,  the  current  elderly  population  con- 
tinues to  appeal  to  the  Nation  for  more  assistance — despite  the  many 
improvements  of  the  past.  While  some  of  their  need  arises  from  special 
historical  circumstances,  and  is  to  a  certain  extent  unique — I  want 
to  emphasize  the  element  of  constancy  in  their  plight.  Unless  we 
recognize  the  need  for  adequate  earnings  replacement  through  pension 
systems  for  future  generations,  the}^  too  will  suffer  from  relative 
deprivation.  They  too  will  claim,  as  many  older  persons  do  today, 
that  they  have  been  abandoned  and  ignored  by  the  society  at  a  time 
of  great  economic  vulnerability. 

The  minhnum  earnings  replacement  guarantee  through  social 
securit,y  should  be  about  55  percent.  As  I  have  explained  in  some 
detail  in  my  book,  this  55  percent  replacement  guarantee  would  pro- 
Tide  most  of  the  income  needed  to  maintain  living  standards  in 
retirement  but  not  all  that  is  necessary.  Thus,  it  would  allow  a  measure 
of  clioice  to  individuals  as  to  whether  they  wish  to  supplement  this 
income  through  personal  savings  or  private  pensions.  And,  con- 
sequently, it  would  recognize  the  existence  and  contmuing  role  of 
private  pensions  in  this  country. 
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For  the  first  three  decades  of  its  history  the  social  security  sj'-stem 
-was  viewed  as  a  floor  of  protection,  but  few  who  had  to  live  on  that 
floor  viewed  it  as  adequate.  In  1972  the  Congress  raised  that  floor 
and  according  to  former  Commissioner  of  Social  Security  Robert 
Bail,  established  "a  new  social  security  program — one  that  provides 
a  new  level  of  securit}^  to  ^vorking  people  of  ah  ages  and  to  all  families." 

Now  some  would^  have  us  freeze  real  improvements  m  benefi.t 
levels  at  current  levels. 

I  am  sure  the  Congress  Avill  see  the  shortsightedness  of  such  a 
policy.  I  hope,  instead,  that  the  Congress  in  dealing  with  the  over- 
indexing  issue  will  seize  the  opportunity  to  establish  a  realistic  goal 
for  providing  adequate  mcome  ui  retirement. 

Financing  the  Program 

Finally,  I  would  like  to  briefly  make  some  observations  about 
social  security  iuiancing.  The  expansion  of  social  security  that  I 
urge  would  I'aise  the  costs  of  the  system.  How  can  we  aftord  higher 
real  beneflts  when  demographic  considerations  are  already  creating 
financial  concern?  In  this  regard,  I  think  we  should: 

(Ij  Phase-in  benefit  improvements  over  a  period  of  years — similar 
to  the  wav  manv  other  countries  have  introduced  major  improvements 
in  benefit  levels. 

(2;  Reduce  the  welfare  elements  of  social  security. 

(3)  Limit  the  tax  subsidies  awarded  to  private  pensions. 

As  I  uidicated  to  this  committee  when  it  began  its  earlier  hearings 
on  the  "Economics  of  Aging:  Toward  a  Full  Share  m  Abundance": 

The  major  economic  issue  is  not  whether— in  the  face  of  other  expenditure 
needs  such  as  general  poverty,  urban  bhght,  pollution,  and  national  defense — 
we  can  have  better  pensions  for  the  aged.  Rather,  the  issue  is  better  posed  as 
whether  we  want  a  higher  standard  of  living  in  our  retirement  years  at  the  ex- 
pense of  a  lower  standard  in  our  younger  years. 

In  a  ver}^  meaningful  sense  we  can  have  what  we  want.  The  Con- 
gress, for  example,  Ts  currently  considering  a  $15  to  $35  billion  tax 
cut.  Such  a  tax  reduction  could  easily  finance  all  the  "windfall  gaki 
benefits"  currently  being  paid  to  those  retired.  Such  general  revenue 
financing,  which  has  been  advocated  by  many,  would  permit  a  sub- 
stantial drop  in  the  payroll  tax  rate  and  give  a  truer  picture  of  the 
costs  of  adequate  social  security  benefits  to  individuals.  And,  in 
terms  of  the  current  recession,  it  could  provide  the  same  economic 
stimulus.  In  fact,  it  might  even  provide  an  even  greater  economic 
stimulus — given  the  regressive  nature  of  the  payroll  tax. 

And,  if  one  thinks  that  we  are  heavih'  burdened  by  social  security- 
costs  in  this  country,  one  should  look  at"^other  industrialized  countries 
where  the  paAToll  tax  t3-pically  ranges  between  15  and  20  percent  of 
pavroll. 

"Yes,  the  days  of  cheap  bread,  gasoline,  and  social  security  are  gone 
forever.  But  we  should  not  panic  and  react  hastih^  to  the  new  situa- 
tion. In  the  case  of  pensions,  now  is  the  time  to  begin  the  debate  on 
liow  best  to  provide,  not  subsistence,  but  truly  adequate  retirement 
iucome — not  just  to  the  "pension  ehte"  but  to  all  Americans. 

Senator  Fong  [presidingh  Hov.-  do  you  answer  young  people  who 
say  vou  are  spendmg  almost  everything  that  comes  in,  you  are  not 
setting  aside  a  reserve?  When  we  rethe,  we  do  not  know  whether  we 
w  ill  get  our  benefits  or  not.  How  do  you  answer  these  young  people? 
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Faith  ix  the  Fulfillment  of  Oi  ligation 

Dr.  ScHULZ.  The  simple  answer  to  that  question  would  be  to  have 
faith  in  the  Government,  to  have  faith  in  the  fulfillment  of  obligations 
which  have  been  taken  on  by  the  Congress  th^'ough  legislation. 
But  I  think,  more  fundamentalh^,  they  need  to  look  at  the  history  of 
economic  growth  in  this  country  and  the  expansion  of  economic 
opportunity^  in  this  country.  It  is  this  economic  growtli,  and  the  ex- 
pansion of  opportunities  which  creates  the  financial  base  for  our  social 
seciu'ity  system  to  provide  benefits  to  older  people.  vSo  one  really  has 
to  have  that  kind  of  outlook  to  have  confidence  in  the  economy  and 
to  have  confidence  in  the  Congress  in  not  reneging,  in  some  sense,  on  a 
promise  made  to  future  generations  who  are  currently  contributing 
vast  sums  of  money  to  support  the  current  aged  population. 

Senator  Foxg.  Alany  of  them  look  at  it  from  the  standpoint,  where 
you  say  this  is  insurance  for  the  old  aged.  We  take  your  premiums 
now,  we  put  it  aside,  and  when  you  get  to  a  certain  age,  we  will  pay 
you. 

Look  at  it  from  an  insurance  company's  standpoint.  When  an 
insurance  company  insures  your  life,  you  paj'  so  much  premium.  They 
take  a  portion  of  that  premium,  put  it  away  as  a  reserve,  that  earns 
income,  and  when  you  retire,  from  that  reserve  it  pa3"s  you. 

Here  we  only  have  probably  just  a  half  year  reserve  to  pay  what  we 
have  obligated  ourselves,  and  how  can  we  keep  it  more  in  line  with  the 
thought  that  part  of  this  is  realh'  insurance,  and  if  it  is  an  insurance 
matter,  don't  we  need  a  bigger  reserve?  vShould  not  we  keep  a  bigger 
reserve  to  take  care  of  some  of  the  obligations  that  will  come  about  in 
the  future,  where  as  you  sa}',  we  are  on  a]nu)st  a  pay-as-you-go  basis? 

The  young  man  says  'T  pay  now,  but  actually  none  of  my  payment 
in  there  is  kept  for  me.  I  have  to  wait  for  my  grandson  to  pa}'  for  my 
social  security  when  I  retire." 

How  do  you  answer  these  people  who  have  that  kind  of  thouglit 
in  their  mind? 

Dr.  ScHULZ.  I  have  tried  verj-  often  in  mj'  o^^Tl  courses  to  explain 
this  to  my  students,  and  I  must  confess  that  it  is  very  difficult  for 
them  to  comprehend  the  reasonableness  of  a  pay-as-you-go  system. 

It  does  conflict  with  their  intuitive  understanding  of  how  insurance 
works,  and  I  think  a  lot  of  the  concern  that  has  been  voiced  in  the 
media  about  the  financial  viability  of  the  system,  in  part,  reflects 
again  the  concern  about  the  question  }'ou  are  raising. 

The  white  paper  that  has  been  reprinted  by  this  committee  at- 
tempted to  provide  an  answer  in  some  detail. 

I  think  it  was  a  very  able  statement  and  a  good  explanation.  Beyond 
such  attempts  by  knowledgeable  people  to  set  out  in  a  fairly  detailed 
fashion  just  how  the  s^'stem  works,  I  am  not  sure  I  can  provide 
much  other  assistance. 

I  would  say,  however,  that  we  have  to  emphasize  that  insurance  has 
many  aspects,  and  financing  is  but  one  of  them.  Just  because  social 
security  departs  from  private  insurance  with  regard  to  how  it  is 
financed,  still  does  not  mitigate  the  fact  that  in  many  other  wa3's  it  is 
insurance.  For  example,  the  survivors  insurance  provisions  of  social 
security  in  terms  of  their  value  exceed  the  value  of  all  outstanding 
private  life  insurance  in  the  United  States  today. 
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That  kind  of  insurance  protection  embodied  in  the  system  has  got  to 
be  explained  to  people,  particularly  younger  people,  who  think  that 
social  security  is  only  something  you  get  when  you  get  old. 

As  Congresswoman  Griffiths  pointed  out  in  her  statement*  last 
summer,  there  are  a  great  manj^  people  receiving  social  security  who 
are  not  old  or  not  disabled. 

Senator  Fong.  You  have  made  a  very  detailed  study  of  the  social 
security  sj'stem  in  our  country. 

What  do  you  think  of  the  abilit}^  of  the  present  setup  with  an 
Advisory  Council  that  acts  once  in  every  4  years,  and  a  new  Council 
is  appointed  every  4  years,  to  really  tackle  the  real  problems  that  are 
confronting  this  business  of  social  security? 

It  is  a  tremendous  business.  It  is  the  biggest  business  we  have  in 
America,  I  think.  It  affects  almost  every  individual  in  America,  and 
it  is  so  large  and  so  complex,  the  questions  of  linancmg,  the  questions  of 
payment,  the  questions  of  replacement  ratios,  and  all  that.  Do  3^ou 
think  an  Advisory  Council,  such  as  we  have  at  the  present  time,  has 
sufficient  time,  staff,  and  kno%vhow  to  really  tackle  all  of  the--c 
problems? 

Dr.  ScHULz.  I  have  been  very  unhappy  ^^^th  the  prior  reports  o; 
the  Social  Security  Advisory  Councils.  1  do  not  think' the}'  have  done 
the  kind  of  in-depth  study  of  the  system  that  we  neeil. 

Advisory  Council  Staffing  Inadequate 

One  of  the  problems,  I  think,  arises  from  inadequate  staffing.  I 
feel  very  strongly  that  the  Social  Security  Advisory  Councils  should 
have  staffing  apart  from  those  provided  it  b}'-  the  Department  of 
Health,  Education,  and  ^Velfare. 

I  think  that  if  they  had  independent  staffing,  if  they  got  started 
sufficiently  ahead  of  the  time  when  they  had  to  make  a  report  to  the 
Congress,  they  could  make  a  very  meaningful  contribution  to  an 
understaiiding  of  these  very  fundamental  problems. 

The  past  Advisoiy  Councils,  again,  have  not  done  the  kind  of  in- 
depth  analysis  that  we  need. 

Senator  Fong.  They  themselves  recognized  it. 

Dr.  ScHULZ.  The  most  recent  one  certainly  made  that  ver}^  clear  in 
theii"  repctrt. 

Senator  Fong.  I  have  introduced  Senate  Joint  Resolution  No.  5** 
under  which  a  National  Social  Security  Commission  is  to  be  appointed, 
four  b}'  the  Congress,  and  five  by  the  President,  to  work  as  a  full-time 
Commission,  to  look  into  every  phase  of  the  social  security  system, 
and  advise  us  as  to  what  should  be  done,  in  place  of  this  Advisory 
Commission  which  we  have  now.  What  do  you  think  of  it? 

Dr.  ScHULz.  I  think  it  is  a  very  good  idea.  The  problems  have 
gro-wTi  in  complexity.  They  are  not  getting  an}^  simpler.  W^e  are  going 
to  need  to  take  more  time  and  make  a  better  effort  to  investigate 
them.  With  certainty,  some  sort  of  ongoing  deliberating  investigative 
body  could  make  an  important  contribution. 

Senator  Fong.  I  have  a  few  questions  here.  As  you  know,  the 
Social  Security  Advisory  Council  has  recommended  reallocating  par( 

*-Fiiture  Directions  in  Social  Security,"  pt.  8,  Washington,  D.C.,  July  16,  1974,  p.  693. 
**See  "Future  Directions  in  Social  Security,"  pt.  9,  Washington,  D.C.,  Mar.  18,  1975, 
p.  859. 
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of  the  hospital  insurance  contribution  rate  under  medicare  to  the 
cash  benefits  program,  and  then  use  general  revenue  financing  for 
medicare. 

Two  of  our  Avitnesses  yesterday  criticized  this  proposal  as  under- 
mining the  contributory  features  of  the  social  security  system.  They 
also  feared  that  this  measure  would  eventually  lead  to  a  means  test 
of  the  medicare  program. 

Wliat  is  your  reaction  to  this  criticism? 

Dr.  ScHULZ.  I  would  have  to  say,  Senator  Fong,  that  unfortunately 
I  have  not  had  a  chance  to  study  in  detail  the  Advisory  Council's 
financial  report.  It  was  not  available  to  me  until  yesterday.  But,  in 
general,  my  reaction  to  the  idea  of  some  sort  of  general  revenue 
financing  is  favorable.  I  think  that  we  should  introduce  some  measure 
of  general  revenue  financing  and,  at  the  same  time,  retain  the  payroll 
tax. 

I  think  if  Vv^e  do  the  two  together,  it  will  not  seriously  undermine 
the  system — that  is,  the  insurance  aspects  of  the  system  and  political 
support  for  the  system. 

Whether  we  should  do  it  the  way  the  Advisory  Council  has  rec- 
ommended, through  general  financing  of  medicare,  that  I  am  less 
sure  about. 

I  feel  that  we  need  much  greater  study  before  we  take  that  step, 
and  as  you  indicated  in  your  last  question,  we  need  an  in-depth 
analysis  of  these  kinds  of  very  basic  issues  before  we  make  our 
decisions. 

Senator  Fong.  Our  income  maintenance  programs  are  essentiall}' 
a  three-tier  system;  social  security,  of  course,  provides  the  base 
protection,  and  then  there  are  private  efforts,  such  as  private  pensions 
and  savings,  to  supplement  social  security'-. 

The  third  tier  is  public  assistance  for  persons  with  incomes  below 
certain  determined  standards. 

In  this  comphcated  system,  what  do  you  view  as  the  promise  of 
social  security  and  private  pensions? 

Dr.  ScHULZ.  I  think  that  social  security  should  provide  the  bulk  of 
the  income  needed  bv  people  in  old  age. 

By  that  I  mean  that  we  should  provide  through  social  security  an 
amount  of  income  which  is  sufficient  so  that  in  the  absence  of  any 
additional  income,  people  would  not  be  forced  to  experience  a  very 
sharp  drop  in  their  preretirement  standard  of  living  when  they  move 
into  retirement.  But  I  also  believe  that  people  should  have  some 
option,  should  have  some  flexibility  with  regard  to  just  what  standard 
of  living  they  personally  would  prefer.  Therefore,  I  would  allow  some 
measure,  some  role,  for  private  pensions  for  people  who  wanted  to 
be  covered  by  them.  Also,  I  would  permit  some  role  for  individual 
savings,  but  as  I  tried  to  indicate  in  my  statement  this  morning,  I 
feel  very  strongly  that  the  role  of  social  security  in  this  three-tier 
type  arrangement  should  be  much  greater  than  the  traditional  view. 
Senator  Fong.  And  you  feel  the  social  security  payment  should  be 
the  greatest  of  all? 

Dr.  ScHULZ.  Of  all  three,  it  should  be  the  major  one  by  far,  I  am 

trying  to  say. 

Senator  Fong.  Reference  has  been  made  to  Canada  regardmg 
private  pensions.  How  is  the  Canadian  Government  role  in  retire- 
ment income  handled? 
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Dr.  ScHULZ.  In  Canada? 

Senator  Fong.  Yes. 

Dr.  ScHULz.  The  decision  was  made  to  provide  a  role  for  social 
security  that  was  relatively  small,  very  much  like  the  role  currently 
being  played  b}^  social  security  in  this  countr}^  It  was  a  decision  on 
their  part  to  keep  the  social  security  component  relatively  small. 

This  contrasts,  I  might  add,  with  man}'-  of  the  European  countries, 
where  the  decision  has  been  for  the  opposite. 

Senator  Fong.  Do  you  know  what  percentage  is  handled  by  the 
government  there,  what  percentage  of  retirem.ent  income? 

Canadian  System  Similar  to  United  States 

Dr.  ScHULz.  In  my  book,  I  have  estimated  the  replacement  po- 
tential of  the  Canadian  social  security  system.  In  contrast  with  the 
replacement  rates  characterized  in  chart  IV  [see  page  S87].  I  have 
estimated  that  the  Canadian  pension  S3^stem  would  provide  about  39 
percent  earnings  replacement  of  final  earnings  for  what  I  characterize 
as  the  average  worker — 39  percent. 

Senator  Fong.  Are  they  doing  more  than  the  United  States,  or 
are  we  doing  more? 

Dr.  ScHULz.  The}'  are  about  comparable  with  the  United  States. 

Senator  Fong.  Thank  you  very  much. 

Mr.  Oriol,  our  staff  director,  wishes  to  ask  jrou  some  questions, 
and  I  have  to  answer  a  role  call  again. 

Mr.  Oriol.  Dr.  Schulz,  I  am  sorry  that  Senator  Church  was  called 
away.  He  mentioned  to  me  that  he  was  very  much  impressed  with 
your  presentation  and  that  you  have  made  a  major  contribution  to 
our  hearings. 

Now,  we  also  appreciate  all  the  help  j'-ou  htive  given  the  committee 
over  the  years,  including  your  work  on  the  Economics  of  Aging  Task 
Force  a  few  years  ago. 

In  fact,  in  preparing  for  this  hearing,  ^'^ou  were  even  able  to  work 
out  these  charts,  the  details  of  them  over  the  telephone,  which  is  no 
small  achievement  in  itself. 

I  would  like  to  ask  one  question,  which  I  think  you  have  touched 
upon  or  perhaps  upon  which  3'ou  would  care  to  elaborate.  Are  the 
Advisory  Councils — this  is  the  Social  Security  Advisory  Council 
which  testified  yesterday — their  recommiendations  on  an  average 
index  monthly  earnings  for  AIME — I  think  you  have  indicated  this 
in  your  testimony — but  it  seems  that  they  are  similar  to  practices 
now  actually  in  use  in  other  nations,  and  maybe,  you  could  describe 
for  us  how  that  is  done  elsewhere. 

Dr.  Schulz.  Again,  to  reiterate,  I  have  not  had  a  chance  to  study 
financial  aspects  of  the  report.  In  fact,  I  do  not  have  a  personal  copy 
of  the  report  yet.  But  as  I  understand  it,  one  of  the  major  recom- 
mendations of  the  Advisory  Council  is  to  deal  wdth  the  problem  which 
they  characterize  as  the  decoupling  and  which  I  talk  about  in  my 
statement  as  the  problem  of  over-adjustment  of  social  security  for 
price  increases. 

Now,  the  way  they  propose  to  do  that  is  by  changing  the  benefit 
formula  for  calculating  social  security  pensions,  in  a  rather  substantial 
wav. 
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I  find  two  things  interesting  about  what  the^"  propose.  One  is  that 
the  way  they  propose  to  do  it  takes  account  more  explicitly  of  the 
need  to  establish  some  sort  of  replacement  level  in  social  security. 
In  this  sense,  it  is  ver^^  much  like  efforts  in  other  countries — Canada, 
for  example,  where  such  efi'orts  have  been  undertaken.  But  as  I  in- 
dicated in  my  statement,  once  havmg  said  that  we  should  establish 
explicitly  a  replacement  rate,  they  then  go  on  to  make  the  recom- 
mendation that  we  should  freeze  that  replacement  rate  at  current 
levels — without  providing  any  justification  as  to  why  we  should.  It 
is  this  part  of  the  recommendation  that  I  take  yery  strong  exception 
to. 

jNIr.  Oriol.  I  would  like  to  ask  for  a  little  more  discussion  of  this 
comment  in  your  statement. 

The  Congress  is  currently  considermg  the  $15  to  $35  billion  tax  cut. 
Such  a  tax  reduction  could  easily  finance  all  of  the  windfall  gain  bene- 
fits currently  paid  to  those  retned. 

Will  you  elaborate  on  that?  I  am  not  sure  what  you  mean  by  windfall 
gain  benefits. 

Dr.  ScHULZ.  Earl}^  in  the  history  of  social  security  the  decision 
was  made  that  w^e  should  provide  full  coverage  to  man}'  older  persons 
who  had  not  worked  a  great  deal  under  social  security,  and,  conse- 
quently, had  not  paid  much  into  the  system  through  pajToll 
contributions. 

The  result  of  this  decision,  in  part,  was  to  provide  benefits  to 
older  people  which  actuaii]y  far  exceed  their  contributions  into  the 
system.  And  it  is  this  difference,  this  actuarial  difference  between 
contributions  paid  in  and  benefits  paid  out,  wdiich  constitutes  what 
has  been  called  a  windfall  gain  b}'  many  people  in  the  Congress. 

Mr.  Oriol.  Other  people  call  it  accrued  liability. 

Dr.  ScHULZ.  Yes.  You  can  choose  your  words,  depending  on  the 
stress  or  the  emphasis  you  want  to  make. 

Financing  ''Windfall"  Gain  Benefits 

I  personally  prefer  to  emphasize  the  welfare  character  of  this 
decision,  because  I  think  it  has  important  implications  for  the  financ- 
ing of  the  system.  As  I  indicated  in  ni}^  statement  and  what  I  tried 
to  say  in  the  statement — we  wanted  to  finance  these  windfall  gains,  or 
accrued  liabilities  tln^ough  general  revenue  financing— the  cost  of 
doing  it  Avould  be  within  the  range  of  the  tax  reduction  proposals 
that  are  currently  bemg  made  to  the  Congress. 

Now,  I  am  not  suggesting  that  the  Congress  change  the  current  tax 
bills  that  they  are  considering. 

What  I  am  suggesting  is  that  if  w^e  Vv'^anted  to  provide  higher  real 
benefit  levels,  we  could  do  it  through  the  financing  mechanisms  of  the 
Government. 

Mr.  Oriol.  Mr.  John  Guv  Miller,  the  minoritv  staff  director,  would 
like  to  ask  you  a  couple  of  questions. 

]Mr.  Miller.  I  have  a  couple  of  questions  with  reference  to  your 
views  with  regard  to  replacement  as  a  percentage  of  preretirement 
earnings. 

Obviously,  the  number  of  people  who  earn  quite  high  incomes  during 
their  working  years  is  comparatively  small,  but  in  your  calculations  of 
these  replacement  percentages,  have  you  calculated  in  any  ceiling  at 
all,  and,  if  so,  or,  if  not,  how  would  this  factor  enter  in? 
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Dr.  ScHULz.  The  projections  that  are  shown  in  chart  IV  do 

Mr.  Miller.  Chart  ill. 

Dr.  ScHULZ.  That  is  correct;  chart  IV  does  incorporate  a  ceihng. 

This  ceiling  is  two  times  average  earnings,  average  earnings  for 
people  covered  in  social  security  employment. 

That  assumption  is  not  bused  upon  the  current  ceihng  in  the 
present  social  security  role. 

Rather  it  is  the  ceiling  that  is  currently  used  in  the  West  German 
SA'stem. 

"  To  make  meaningful  comparisons  of  our  present  system  with  the 
German  and  Swedish  S3'stems,  it  was  my  feeling  it  was  more  appro- 
])riate  to  use  that  higher  ceiling  than  the  much  lower  ceiling  in  the 
present  S3^stem. 

If  we  used  the  current  ceiling,  then  the  replacement  rates  for  the 
U.S.  S3  stem  shown  in  the  first  column  would  be  much  lower.  Therefore, 
these  are  very  liberal  projections  of  the  replacement  rate  from  that 
standpoint. 

Mr.  Miller.  It  is  difficult,  of  course,  to  compare  income  levels 
between  different  countries  for  a  variety  of  reasons,  I  am  sure,  but  how 
does  the  base  income,  before  retirement  in  West  Germaiw  and  Sweden, 
compare  yvith  that  in  the  United  States,  and  what  bearing  does  this 
have  on  the  jiroduct  of  these  calculations? 

Dr.  ScHULz.  I  think  it  is  reasonable  to  make  comparisons  between 
the  three,  because  the  fact  is  that  these  are  two  of  the  most  prosperous, 
if  not  the  two  most  i)rosperous.  nations  in  Europe  in  terms  of  th.e  living 
standards  of  the  workers.  Therefore,  the  bases,  in  m3'  opinion,  are 
very  comparable. 

Mr.  Miller.  Thank  30U. 

Senator  Church  [resuming  chair].  Just  as  I  left — I  am  sorr}-,  we  are 
going  to  have  that  kind  of  dav.  The  Senate  will  be  voting  irequenll3' 
throughout  the  day,  which  means  we  will  have  to  abbreviaie  the 
hearings,  and  the  questions,  if  we  are  to  accommodate  the  witnesses 
this  morning. 

I  just  have  one  question.  As  I  left  the  room  to  vote,  3'ou  said  you 
were  just  about  to  make  3'our  most  important  point.  I  would  like  to 
know  what  that  was  before  3'ou  leave  tlie  witness  stand. 

Dr.  ScHULz.  What  I  tried  to  explain,  Senator  Church,  is  that  we 
are  confronted  now  with  a  situation  where  there  are  increasing  mimi.>ers 
of  people  retiring  with  both  a  private  pension  and  social  secmity. 
And  if  one  looks  at  chart  V  (see  page  890),  we  see  that  the  replacement 
of  earnings  from  pensions,  for  those  ))eople  with  dual  coverage,  is 
much  higher  than  for  those  people  \\ith  only  social  seciu'it}'.  The 
differences  are  particularly  great  for  people  (.'.overed  only  by  social 
securit3^  who  have  some  earnings  above  the  taxable  earnings  ceiling. 

Now,  the  problem  that  it  raises  in  mv  mind  is  how  are  we  going 
to  deal  with  a  developing  situation — where  one  group  of  people  witn 
one  pension  have  their  pension  incomes  growing  at  one  rate,  and  an- 
other group  with  two  pensions  have  retirement  incomes  growing  at 
another  rate.  And  the  latter  group  having  significantly  higher  replace- 
ment rates  and,  in  some  cases,  veiy  adequate  retirement  income. 
I  pose  the  issue  that  we  either  have  to  decide  to  mandate  private 
pension  coverage — that  is  one  wa3'  of  going  it — or,  as  I  propose,  ^ve 
liave  to  increase  the  real  benefit  levels  under  social  security"  for  everv- 
one.  Then  if  there  are  some  segments  of  the  population  that  do  not 
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have  private  pension  coverage,  we  can  feel  more  comfortable  about 
the  economic  implications  for  them  of  that  fact  and  feel  more  com- 
fortable about  the  eqnit}^  of  this  in  terms  of  our  national  responsibihty. 

Senator  Church.  Have  3'ou  furnished  us  with  figures  as  to  what 
this  would  cost? 

Dr.  ScHULz.  I  have  provided  some  statistics  on  that  in  my  book. 

If  you  will  look  again  at  chart  III  (see  page  885)  I  can  give  you  the 
relative  costs  of  these  alternatives. 

Senator  Church.  Chart  IV  it  must  be. 

Dr.  ScHULZ.  No,  chart  III. 

Swedish  Plan  IMoee  Costly 

Suppose  we  shifted  to  a  Swedish  type  pension  system  that  provides 
much  higher  real  benefit  rates,  the  cost  would  be  about  50  percent 
more  than  current  social  security  costs. 

It  is  important  to  emphasize  that  the  increase  in  cost  is  for  the 
old-age  pension  portion  of  the  social  security  system  only.  Future 
costs  of  the  disability  and  health  programs  are  not  affected  by  the 
proposed  changes. 

I  have  also  estimated  the  cost  of  a  German-type  program  in  the 
United  States  which  used  50  percent  as  a  target  rephicement  rate. 
The  cost  of  this  option  is  estimated  to  be  30  ])ercent  higher  than  the 
current  OASI  program.  A  55  percent  replacement  goal,  as  proposed 
in  my  testimony,  would  cost  slight! v  more. 

Thus,  it  would  be  ver}^  much  higher,  and  that  is  why  in  my  state- 
ment I  tried  to  emphasize  with  regard  to  financing  social  security 
costs  the  fact  that  we  could  do  this  through  a  variety  of  devices. 

One  of  them  is  general  revenue  financhvg,  but  there  is  no  question 
that  it  costs  a  lot  more  to  provide  better  benefits. 

The  issue  in  my  mind  is  whether  we  are  going  to  do  it  through  a 
public  system  that  helps  everyone  or  tlirough  a  private  system  which 
helps  onl}^  a  minority  of  the  people. 

Senator  Church.  Obviously,  this  cnn  only  be  done  if  we  reolly 
change  the  priorities  in  this  country,  and  whether  we  are  prepared  to 
make  those  changes,  is  very  doubtful. 

This  morning's  paper  shows  that  we  spend  $350  million  to  pay 
Howard  Hughes  to  raise  an  18-year-old  obsolete  submarine.  Ob- 
viously the  intelligence  community  is  in  bad  need  of  a  cost-benefit 
ratio,  and  with  our  spending  habits,  prolific  spending  habits  for  such 
exotic  spending  enterprises,  thei'e  will  not  be  room  enough  for  the 
elderly  in  this  country,  for  the  kind  of  system  you  wish. 

Dr.  ScHULZ.  I  can  appreciate  that.  We  can  only  do  what  we  want  to 
do,  and  mam*  of  us  do  not  want  to  do  it. 

Senator  Church.  I  know,  but  I  am  discouraged  when  I  think  about 
our  failures  to  provide  adequateh^  for  our  own  elderly,  and  the  prolific 
Avay  we  waste  money,  it  is  little  wonder  that  we  are  broke. 
Thank  you  ver}^  much. 
Dr.  ScHULZ.  You  are  welcome. 

Senator  Church.  Our  next  witnesses  come  from  the  National 
Retired  Teachers  Association-American  Association  of  Retired 
Persons;  Harriet  Miller,  Thomas  C.  Borzilleri,  Peter  Hughes,  and 
James  Hacking. 

Please  proceed  with  3^our  statement  Ms.  Miller. 
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STATEMENT  OF  HARRIET  MILLES,  NATIONAL  RETIRED  TEACHERS 
ASSCCIATION-AMERICAIT  ASSOCIATION  OF  RETIRED  PERSONS; 
ACCOSIPANIED  BY  THOMAS  C.  BORZILLERI,  PETER  HUGHES,  AND 
JAMES  HACKING 

Ms.  Miller,  Mr.  Chairman,  I  am  Harriet  Miller,  associate  director 
for  legislation,  research  and  developmental  services  of  the  National 
Retired  Teachers  Association  and  the  American  Association  of 
Retired  Persons.  These  affiliated  organizations  represent  a  combined 
membership  of  nearh'  8  million  older  persons. 

I  am  accompanied  b}-  Thomas  C.  Borzilleri,  onr  staff  economist, 
and  James  M.  Hacking  and  Peter  W.  Hughes,  members  of  the  legis- 
lative staff. 

It  must  be  recognized  that  the  social  security  system  is  the  captive 
of  an  economy  which  is  ex])ei-iencmg  its  worst  economic  recession 
since  the  late  IQSO's  and,  simultaneously,  the  highest  rate  of  inflation 
on  record. 

Let  it  be  understood  at  the  outset:  An}'  extended  continuation  of 
high  inflation  and  uneniploAineiit,  coupled  with  a  zero  or  negative 
population  replacement  rate,  would  destro}^  the  system  as  it  is  pres- 
ently structured.  The  system  must  be  desensitized  to  variable  long- 
term  rates  of  inflation  and  provided  with  new  sources  of  revenue. 

The  AdA'isory  Coimcil  has  recommended  a  limited  restructuring 
of  the  system — ^changes  in  the  mechanics  of  benefit  computation, 
changes  in  the  benefits  themselves  to  equalize  the  treatment  of  men 
and  women,  and  an  infusion  of  general  revenues  into  the  hospital 
insurance  program. 

This  use  of  general  revenues  would,  in  turn,  release  1  percent  of  the 
HI  portion  of  the  pa^ToU  tax  for  use  in  the  cash  benefit  (OASDI) 
programs  to  offset  recommended  cash  benefit  liberalizations  and  next 
Jime's  8.7  percent  cost-of-living  adjustment.  As  additional  OASDI 
revenues  arc  needed  in  tlie  near  future,  the  remaining  HI  payroll  tax 
compoi\ent  would  be  shifted  to  cash  benefits  and  offset  by  additional 
general  revenues. 

Our  associations  agree  that  a  restructuring  of  the  mechanics  of 
benefit  calculation  is  needed  to  stabilize  the  earnings  replacement 
ratios.  We  also  agree  that  new  sources  of  revenue  are  needed  im- 
mediately to  maintuin  the  system  through  an  extended  period  of  high 
inflation.  However,  ottr  recommenchations  are  more  far-reaching. 

If  a  restructuring  of  the  OASDIH  programs  are  to  be  undertaken, 
it  should  produce  a  degree  of  system  flexibility  sufficient  to  accom- 
modate, over  both  the  short  and  long  term,  economic  and  demographic 
trends  more  pessimistic  than  those  used  by  the  OASDHI  trustees  and 
the  Council. 

Their  assumptions  may  be  ''reasonable,"  but  they  may  not  be 
right.  Since  we  are  dealing  wdtli  an  institution  that  provides  $5  billion 
in  cash  benefits  each  month  to  30  million  retired  and  disabled  workers, 
their  dependents  and  survivors— plus  health  care  protection — we 
cannot  afford  to  be  overly  optimistic  in  the  assumptions  on  which  is 
predicated  that  institution's  continued  financial  viability. 

The  1974  OASDI  trustees'  report  projected,  largely  because  of 
low^er  fertility  rates  (see  table  I,  page  902),  a  long-range  actuarial 
imbalance  of  2.9  percent  of  taxable  payroll  based  on  present  law 
(see  table  II,  page  903). 
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Ominously,  however,  the  report  mdicated  that  a  1  percent  increase 
in  the  long-range,  annual  rate  of  infiation^ — ^froni  3  to  4  percent — would 
increase  the  average  cost  b}'  47  percent  (see  table  111,  page  903). 

A  subsequent  report  by  an  independent  panel  found,  on  the  basis 
of  demographic  and  economic  projections  just  slightly  more  pessimistic 
than  those  used  by  the  OASDI  trustees  (see  tables  IV  and  V,  page  903), 
a  long-term  deficit  of  6  percent  of  taxable  pavroll  (see  table  VI,  page 
904). 

Financing  Problems 

Now  that  the  Advisory  Council  has  completed  its  deliberations, 
we  find  not  onl}^  a  long-range  financing  problem  but  one  of  short 
range  as  well.  While  the  long-term  OASDI  deficit  is  largely  a  function 
of  low  fertility  rates,  the  short-term  deficit  is  a  function  of  luiexpect- 
edly  high  inflation  rates  (see  tables  VII  and  VIII,  page  904). 

The  continuing  inflation-recession  experience  has  created  an  im- 
mediate financing  problem  for  the  system.  Since  the  cost-of-living 
cash  benefit  adjustment  this  year  will  be  almost  twice  that  originally 
projected,  the  Advisory  Council  found  that  the  2.98  percent  long-term 
deficit  would  be  increased  by  0.51  percent  and  require  immediate 
financing. 

With  respect  to  the  hospital  insurance  program,  the  1974  trustees' 
report  projected  a  small  surplus  by  1995,  assuming  that  removal  of 
the  economic  stabilization  controls  would  be  followed  b}^  hospital 
charge  inflation  rates  close  to  the  precontrol  level,  but  ultimately  by 
more  modest  rates. 

However,  the  sensitivity  test  indicates  that,  if  following  the  removal 
of  controls,  the  rates  of  hospital  charges  increase  in  the  short  run  to  a 
level  consistent  with  precontrol  rates  but  in  the  long  run,  decrease  to 
not  less  than  9  percent  a  year,  there  would  be  an  actuarial  imbalance 
in  the  hospital  insurance  trust  fund  of  0.64  percent  (see  table  IX, 
page  905). 

TABLE  I.— CHANGE  IN  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  LONG-RANGE  ACTUARIAL  BALANCE  i— 
AS  PERCENT  OF  TAXABLE  PAYROLL  ^  BY  TYPE  OF  ASSUMPTION 

[In  percent  of  taxable  payroll] 

Old-age  and 

survivors  Disability 

insurance  insutance  Total 

Actuarial  balance  under  previous  estimates. —0. 43 

Retirement  rates — .  14 

Disability  rates _-__. 

Population  assumptions 1.  /9 

Economic  assumptions — .  18 

All  other  factors  (net) _. -.04 

Change  in  actuarial  balance —2. 15 

New  actuarial  balance. —2.  58 

'  Represents  the  difference  over  the  75-year  period,  1974-2048,  between  the  average  tax  rate  and  the  average  cost. 
2  Payroll  is  adjusted  to  take  into  account  the  lower  contribution  rate  on  self-employmeiit  income,  on  tips,  and  on  multiple- 
employer  "excess  wages"  as  compared  with  the  combined  employer-employee  rate. 

Source:  1974  trustee  report  on  OASDI,  H.  Doc.  No.  313,  93d  Cong.  2d  sess.,  36  (June  3,  1974). 


-0.08 

-0.51 

-.14 

-.21 

-.21 

-.08 

-1.87 

-.01 

-.19 

-.02 

-.06 

-.32 

-2.47 

-.40 

-2.  98 
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TABLE  II -ESTIMATED  ACTUARIAL  BALANCE'  OF  OLD-AGE,  SURVIVORS,  AMD  DISABILITY  INSURANCE  SYSTEM 
AS  PERCENT  OF  TAXABLE  PAYROLL,-'  DYNAMIC  ASSUMPTIONS  = 


Item  OASI  Dl  Total 


Average  cost  of  system. -. 

Average  rate  in  present  tax  schedule- 
Actuarial  baia  nee .  _ 


11.97 

1.92 

1.52 

-.40 

13.89 

9.39 

10.91 

-2.58 

-2.98 

1  As  measured  over  the  75-year  period,  1974-2048.  .,     .         ,  ,.         ,  »•  »•  .  ,n^  „n  ,„.,i 

2  Payroll  is  adjusted  to  take  into  account  the  lower  contribution  rates  on  self-employment  income,  on  tips,  and  on  mul- 
tiple-employer "excess  wages"  as  compared  with  the  combined  employer-employee  rate. 

s  See  text  tor  a  description  of  Ihe  assumptions. 

Source:  1974  trustee  report  on  OASDI,  H.R.  Doc.  No.  313, 93d  Cong.,  2d  Sess.  35  (1975). 

TABLE  III  -PROIECTED  "CURRENT  COST"  i  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM  AS 
PERCENT  OF  PAYROLL,-'  UNDER  VARIOUS  DYNAMIC  ASSUMPTIONS,  FOR  SELECTED  YEARS,  1974-2045 

[In  percent] 


Dynamic  economic  assumption ' 


Calendar  year 


5-3  5-2  5-4  6-3  4-3  6-4  4-2 


1Q7J  10.67  10.33  10.35  10.33  10.33  10.35  10.33 

iqiS ' 10  44  9.63  li.64  9.33  10.96  10.49  10.20 

|qS5--" " 11.03  9.76  13.00  9.53  12.15  11.25  10.77 

\lSi """  11.25  9.53  13.98  9.44  12.94  11.69  10.92 

onoo  "'  11.31  9.10  14.71  9.19  13.48  11.92  10.84 

2005 "  11-69  8.88  15.74  9.14  14.23  12.39  10.89 

?010 12.69  9.1o  17.71  9.60  15.82  13.55  11.56 

i\ys 14.14  9.78  20.55  10.43  18.15  15.27  12.68 

2020 15.71  10.48  23.80  11.37  20.84  17.24  13.95 

O025 16  97  11.01  26.85  12.18  23.29  18.99  14.97 

2030 " """-  17.60  11.14  29.05  12.53  24.92  20.12  15.42 

2035"" 17.68  10.89  30.15  12.45  25.62  20.50  15.30 

2040 17.68  10.57  30.97  12.26  26.05  20.66  15.04 

2045:-;-::--^"i------------------------  17.86  10.39  32.  os  12.19  26.74  20.93  14.  9d 

Average  cost «..- - 1189  1005  2041  10.66  17.96  15.20  12.60 


1 1 


Represents  the  cost  as  percent  of  payroll  of  the  year's  total  outgo,  including  amounts  needed  to  maintain  the  funds 

2  Pav.'oll  is  adjusted  to  take  into  account  th?  lo  ner  contribution  rate  on  self-employment  income,  on  tips,  and  on  multip!e- 
empioyer  "excess  wa,',e"  as  comnai-ed  With  tha  comtme'l  emoloyer-emplDyee  rate. 

!  The  ist  of  the  2  figures  represents  the  assumed  ultimate  annual  peicent  increase  in  earnings  after  1980,  while  tne  ia 
figure  represents  the  assumed  ultimate  in  CP'.  . 

i  Represents  the  arithmetic  average  of  the  "current  cost"  for  the  7D-year  period  1974-2048. 

TABLE  IV.-FERTILITY  RATES  FOR  RECENT  YEARS.  AND  THE  ASSUMPTIONS  OF  74  TR  AND  OF  THIS  PANEL: 

ACTUAL  AND  ASSUMED 


Actual  Assumed 


1965   1970   1972   1973   1975   1980   1990   2000   2025    2050 


74TR  2.9         2.4         2.0         1.9         1.9         2.0         2.1         2.1         2.1  2.1 

This  paneiv;;;::: 2.9     2.4     2.0     1.9     1.9     i.e     i.s     1.9     2.1      2.1 


TABLE  V.-SUMMARY  OF  THE  COMPARATIVE  ASSUMPTIONS  OF  74  TR  AND  OF  THIS  PANEL 

[in  percent) 


Annual  rates  of  increase,  1975  to  2050  in- 


74  TR 

This  panel. 


Real  wages  CPI       Money  wages 


2  3  5 

2  4  6 
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TABLE  VI.— EXPENDITURES  AND  EXCESS  COSTS,  AS  PERCENTAGES  OF  TAXABLE  PAYROLL 


1974  trustees'  report  This  panel's  assumptions 


Estimated  Excess  Estimated  Excess 

Calendar  year  cost  cost  cost  cost 


1975 I  10.2  0.3  10.2  0.3 

1980                                                      ^!0.3  .4  10.4  .5 

1985                                                  JO-4  .5  li.O  1.1 

logn ILO  1.1  11.5  1.6 

1995                                                         11-3  1.4  11.8  1.9 

2000:::'.:::".::"-"-:::"//-"-"-"-"-- 11-3  1.4  12.2  2.3 

2005                                                  11-7  1-S  13.0  3.1 

2010 12.7  2.8  14.6  4.7 

2015                                                                   14.1  2.2  16.7  4.8 

2020                                                     -  15.7  3.8  19.2  7.3 

2025                       --  17.0  5.1  21.6  9.7 

■5030                                                                   17.6  5.7  23.3  11.4 

2035                                                                17.7  5.8  24.0  12.1 

2040                                          '                         17.7  5.8  24.9  13.0 

2045                              "'"                             17.9  6.0  24.7  12.8 

2050!!"---------"----I---!I---- -  17.2  5.3  23.9  12.0 

Average  rates..... - 13.9  3.0  16.9  6.0 

1  The  estimated  cost  in  1975  only  represents  benefits  and  expenses,  no  contribution  to  the  balance  of  the  trust  fund. 

2  Interpolated  from  data  given. 

Note;  In  1975  each  1  percent  of  taxable  payroll  means  ?7,000,000,000. 

Because  of  the  imcertaint}^  of  future  economic  developments  and 
because  of  the  very  high  degree  of  sensitivity  of  future  levels  of  benefit 
expenditures  to  assumed  changes  in  the  CPI,  two  alternative  sets  of 
estimates  based  on  different  economic  assumptions  are  presented  in 
this  section.  The  alternatives  differ  with  respect  to  the  assumed  future 
path  of  the  CPI  and  to  assumed  future  increases  in  average  wages. 

TABLE  VII 

[In  percent] 


Alternative  1 

Alternative  1 

1 

Increase 
in  wages 

Increase 
in  CPI 

Increase 
in  wages 

Increase 
in  CPI 

Calendar  year: 

1974 

7.9 

S.  1 
5.7 
4,5 
3.2 
3.0 
3.0 
3.0 

8.3 
9.3 
8.6 
8.4 
7.5 
6.0 
6.0 

9.7 

1975 

.     8.5 

7.1 

1976                             

8.0 

5.5 

1977                              

7.6 

4.8 

1978                             

5.5 

4.3 

1979 

1980                          

. 5.5 

. 5.5 

4.0 
4.0 

Source:  1974  Trustee  Report  on  OASDI  Trust  Funds,  H.R.  Doc.  No.  313,  93d  Cong.,  2d  sess.  18  (1974). 

TABLE  VIII.— ECONOMIC  ASSUMPTIONS 
[Calendar  years,  dollar  amounts  in  billions] 


1973  1974 


Assumed  for  purposes  of  budget  estiri^ates 


Item  actual         actual  1975  1976  1977  1978 


Gross  national  product:  Current  dollars $1,295  $1,397  $1,498  $1,686  $1,896  $2,606 

Constant  (1958)  dollars:  ,„„  ,„,„  ,,  „, 

Amount                                                    $839  $821  $794  $832  $879  $1,051 

Percent  change---. 5.9  -2.2  -3.3  -4.8  5.5  6.5 

Prices  (percent  change):  ,  ^  ^  ^  ,  . 

GNPdefl3tor__..- 5.6  10.2  10.8  7.5  6.5  4.0 

Consumer  Price  Index 6.2  11.0  11.3  /.8  6.6  4.0 

UneiTiployment  rate  (percent) 4.9  5.6  8.1  7.9  7.5  b.  b 

Source;  Office  ot  Management  and  Budget,  "Tne  United  States  Budget  In  Brief,  Fiscal  Year  1976,"  14  (January  1975). 
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Table  IX  compares  the  cost  of  the  HI  program  wdth  two  aliernative 
projections,  based  on  different  assumptions  as  to  the  rate  of  increase 
in  hospital  costs.  The  first  alternative  shows  the  current  cost  ratios 
that  would  occur  if  the  rates  of  hospital  cost  increase  in  tl^.e  shoi't, 
range  were  to  revert  to  a  level  consistent  with,  but  lower  than,  the- 
corresponding  rates  experienced  under  medicare  prior  to  cost  controls 
and  in  the  long  range  were  to  decrease  to  the  level  of  9  percent  per 
year.  The  second  alternative  shows  corresponding  figures  that  would 
occur  if  the  rates  of  increase  in  the  short  range  were  to  remain  at  a 
level  consistent  with  those  experienced  under  medicare  during  the 
period  of  cost  controls  and  in  the  long  range  were  to  decrease  to  tli& 
level  of  7.5  percent  per  3'ear. 

TABLE  IX.— SUMMARY  OF  ALTERNATIVE  PROJECTIONS  OF  THE  COST  OF  THE  HI  PROGRAM 

[In  percent] 

Year  This  report     Alternative  1       Alternative  2 


Assumed  increase  in  hospital  costs  per  capita: 

1974_ --- 

1975 

1980_... - 

1985 

1990. - 

1995 --- 

Current  cost  ratios  and  resulting  actuarial  balance: 

1974. 

1975 

1980.... .- 

1985 

1990 

1995 


9.6 

11.4 

9.1 

12.6 

14.0 

10.5 

11.0 

12.5 

10.5 

8.0 

9.0 

7.5 

8.0 

9.0 

7.5 

8.0 

9.0 

7.5 

1.63 

1.67 

1.59 

1.69 

1.76 

1.63 

2.07 

2.32 

1.97 

2.48 

3.01 

2.37 

2.94 

3.81 

2.81 

3.45 

4.70 

3.24 

Average  cost - 2.63  3.29  2.50 

Averagetax.. - 2.65  2.65  i.  65 

Actuarial  balance +.02  -.64  +.15. 


Source:  "1974  Trustee  Report  of  the  HI  Trust  Fund,"  H.  Doc.  No.  314,  93d  Cong.,  2d  sess.,  28  (June  3,  1974). 

Our  associations  wish  to  point  out  that,  follov»-ing  the  end  of  con- 
trols, the  health  care  inflation  rate  was  17  percent;  that  for  hospital 
charges  was  even  higher. 

We  believe  that  the  Advisory  Council  should  have  examined  more 
critically  the  set  of  assumptions  used  in  the  1974  OASDHI  Trustees' 
Reports.  In  developing  suggested  solutions  to  the  short-  and  long-- 
tcrm  financing  needs  of  the  system,  the  Council  should  have  used  a 
low,  medium,  and  high  set  of  assumptions  and  produced  recommenda- 
tions for  restructuring  the  system  that  would  have  been  flexible 
enough  to  accommodate  even  the  worst  case. 

Our  associations  believe  that  our  three-tiered,  income  maintenance 
structure  should  reasonably  assure  that  the  highest  standard  of 
living  achieved  by  an  aged  or  disabled  family  unit  prior  to  retirement, 
death,  or  disability  wdl  be  perpetuated.  Since  the  preservation  of 
that  standard  after  retirement  is  thought  to  reciuire  a  level  of  income 
of  at  least  60  to  65  percent  of  the  preretirement  level,  the  OASDI 
programs  should  be  augmented  to  provide  a  greater  overall  rate  of' 
earnings  replacement. 

Suggestions  to  Congress 

Since  the  function  of  providing  the  aged  ^\ath  an  adequate  floor 
of  income  protection  has  been  assumed  by  the  SSI  program,  and  in, 
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\io\v  of  the  necessity  for  a  fundamental  change  in  OASDI  benefits 
and  financing,  our  associations  urge  the  Congress: 

(1)  To  make  the  system  universal; 

(2)  To  continue  the  contributor}'  aspect  and  preserve  the  "right" 
to  benefits; 

(3)  To  establish  an  adequate  earnings  replacement  ratio; 

(4)  To  stabilize  that  replacement  ratio  by  decoupling  the  indexing 
of  benefits  from  the  indexing  of  the  earnings  record ; 

(5)  To  provide  new — not  simply  more  of  the  same — sources  of 
revenue;  and 

(6)  To  introduce  additional  equity  into  the  financing  of  the  pro- 
gram and  into  the  programs'  treatment  of  men  and  women  and  of 
single-  and  double-earner  family  units. 

Our  associations  agree  with  the  Council  that  the  OASDI  system 
should  be  universal  and  w^e  suggest,  that  if  it  is  not  feasible  to  extend 
the  system  such  that  it  constitutes  a  first  tier  of  benefits,  supple- 
mented by  a  second  tier,  career  retirement  program — similar  to  the 
railroad  retirement  sj^stem — it  is  feasible  to  integrate  tlie  existing 
primary  retirement  systems  by  providing  for  an  exchange  of  credits. 

We  also  endorse  the  Council's  recoumiendation  that  there  be 
phased  in,  over  a  30-year  period,  an  offset  with  respect  to  derivative 
OASDI  benefits  in  an  amount  equal  to  any  primary-  benefit  from  any 
non-OASDI  retirement  systems. 

These  recommendations  would  tend  to  assure  the  receipt  of  benefits 
in  relation  to  total  contributions  and  to  eliminate  some  of  the  mal- 
distribution of  our  limited  income  mahitenance  resources  that  re- 
sults from  dual  or  multiple  benefit  entitlement. 

With  respect  to  the  contributory  nature  of  the  OASDHI  programs, 
we  believe  that  ever3^one  should  be  required  to  contribute  some 
minimum.  We  do  not  believe  that  the  hospital  insurance  program 
should  be  financed  totally  from  general  revenues  as  the  Advisory 
Council  recommends.  The  contributory  feature  is  essential  to  pre- 
serving the  concept  of  a  "right"  whether  those  benefits  are  in  cash 
or  in-kind. 

Our  associations  will  support  the  Advisor}^  Council's  recommended 
restructuring  of  OASDI  benefit  computation  only  if  the  SSI  program 
is  perfected  to  the  point  to  where  it  provides  at  least  a  poverty  level 
floor  of  income  protection.  SSI  must  assume  the  "floor  of  protection" 
function. 

Senator  Church.  I  very  much  agree  with  that  position  because  I 
believe,  unless  the  SSI  can  maintain  a  minimum  level  of  retirement 
income — that  is,  above  the  poverty  line— there  is  really  no  justifica- 
tion for  having  established  the  system. 

That  was  its  purpose,  after  all,  and  we  are,  if  we  are  not  going  to 
achieve  that  purpose,  we  might  just  as  v/ell  go  back  to  the  old  welfare 
system  and  that,  I  think,  would  be  a  great  step  backward. 

Programs  Overixdexed 

]Ms.  Miller.  Thank  you,  Mr.  Chairman.  We  agree  with  the  Ad- 
visory Council's  conclusion  that  the  OASDI  programs  are  over- 
indexed.  We  agree  that,  in  the  future,  an  individual's  earnings  record 
should  be  indexed  and  restated  in  terms  of  tiie  wage  levels  prevailing 
in  the  year  before  the  year  in  v.diich  he  retires,  becomes  disabled,  or 
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dies.  We  agree  that  the  level  of  benefits  should  not  exceed  100  percent 

of  AIME. 

We  do  not,  however,  agree  that  the  two-  or  three-tiered  benefit 
formula  should  provide  replacement  ratios  roughly  equivalent  to 
those  presently  prevailing.  The  amount  of  earnings  replaced  should 
not  be  less  than  55  percent  of  AIME,  if  the  preexisting  standard  of 
living  is  to  be  preserved. 

In  this  connection,  I  would  draw  your  attention  again  to  Dr. 
Schulz'  chart,  upon  which  you  commented,  Mr.  Chairman. 

We  agree  with  the  Council  that,  once  a  benefit  level  is  determined, 
it  should  be  adjusted  for  subsequent  increases  in  living  costs.  However, 
since  the  CPI  reflects  the  expenditiu-e  pattern  and  price  experience 
of  urban  wage  earners  and  clerical  workers  rather  than  the  aged 
and  the  poor,  its  use  as  the  indexing  standard  may  understate  the 
benefit  increases  these  groups  should  receive.  Therefore,  we  continue 
to  uro;e  that  a  separate  aged  index  be  constructed  and  used  to  adjust 
OASDI  and  SSI  benefits  [table  X,  below]. 

The  Consumer  Price  Index  makes  no  distmction  among  subgroups, 
assuming  that  all  consumers,  rich  and  poor,  consume  the  same  market 
basket  of  goods  and  services.  This  is  obviously  not  the  case,  for  the 
rich  by  choice  spend  a  higher  proportion  of  their  income  on  luxuries, 
while  the  poor  have  no  choice  but  to  spend  a  higher  proportion  of  their 
income  on  such  necessities  as  food  and  shelter.  In  order  to  assess  the 
impact  of  inflation  on  such  dissimilar  groups  of  consumers,  it  is 
necessar}^  to  develop  price  indexes  based  on  the  different  market 
baskets  that  are  consumed. 

Such  market  baskets  were  developed  in  R.  G.  Hollister  and  J.  L. 
Palmer's  analysis  of  "The  Impact  of  Inflation  on  the  Poor."  They 
created  market  baskets  for  both  rich  and  poor  families  from  the 
1960-61  Survey  of  Consumer  Expenditures,  which  in  turn  were  used  to 
fashion  both  a'^  Poor-Person's  Price  Index  (PPI),  and  a  Rich-Person's 
Price  Index  (RPI),  that  approximate  the  true  price  indexes  for  these 
dift'erent  groups.  These  market  baskets  are  split  into  eight  major 
categories,  A\'ith  the  importance  of  each  category  to  the  rich  and  poor 
consumers  identified  in  the  following  table. 

TABLE  X.— WEIGHTS  OF  MAJOR  CATEGORY  EXPENDITURES 


Item 

Poor  person's 
index 

Rich  person's 
index 

Pood                                                              

0.349 

0.219 

.356 

.278 

.078 

.118 

Trar'snortation 

.051 

.160 

Mpflical  care  i 

.058 

.062 

Personal  care                                             .         

.033 

.027 

.034 

.077 

other                                              - 

.041 

.059 

'  For  the  aged,  the  weight  for  medical  care  would  generally  be  higher. 

Source:  Joint  Economic  Committee,  "Inflation  and  the  Consumer  in  1973,"  93d  Cong..  2d  sess.,  34-35  (1974). 

During  periods  of  high  inflation,  a  once-a-year  benefit  adjustment 
is  inadequate  to  prevent  substantial  benefit  level  purchasing  power 
erosion.  We  think  they  should  be  more  frequent  and  suggest  that  the 
Congress  consider  the  trigger  method  used  by  the  ci\dl  service  system. 
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That  the  cash  benefit  programs  are  confronted  by  both  short-  and 
long-term  deficits,  that  resvilt  primarily  from  different  causes,  is 
.beyond  dispute.  We  agree  with  the  Council  that  the  short-term  deficit 
requires  immediate  funding,  to  prevent  a  depletion  of  the  trust  funds, 
;and  that  general  revenues  should  be  used. 

We  disagree,  however,  on  two  issues.  First,  we  oppose  the  Council's 
.scheme  for  complete  general  revenue  financing  of  medicare.  We 
^believe  that  the  use  of  the  hospital  insurance  portion  of  the  pa^Toll  and 
self-employment  taxes  is  necessary  to  continue  the  contributory 
principle  and  the  concept  of  a  right  to  benefits. 

Second,  we  believe  the  Council's  financing  recommendations  are 
dnadec{uate  and  could  not  accommodate  errors  in  the  long-term  popu- 
-tion  growth  and  inflation  assvunptions. 

We  support  the  use  of  general  revenues  for  the  medicare  program — 
-not  to  release  the  hospital  insurance  component  of  the  payroll  tax 
for  use  in  cash  benefits — but  to  expand  and  consolidate  the  medicare 
•and  medicaid  programs. 

Certainly,  this  committee  is  familiar  with  the  administration's 
proposed  curtailments  in  these  programs  as  a  means  of  restraining 
"health-care,  inflation-induced  increases  in  Federal  spending.  What  the 
administration  ignores  is  the  increasing  cost  burden  on  the  program 
beneficiaries  that  has  resulted  from  this  same  inflationary  trend. 
In  1969,  medicare  covered  46  percent  of  the  aged's  annual  health 
.care  bill;  now  it  covers  37  percent.  The  aged  need  more  medicare 
protection — not  less. 

Inflation-induced  increases  in  expenditures  imder  the  medicare  and 
medicaid  programs  would  best  be  remedied  by  restraining  inflation 
-in  the  health  care  market.  Our  associations  continue  to  urge  the 
immediate  reimposition  of  controls  over  health  care,  the  abandonment 
,of  cost-reimbursement,  and  the  substitution  of  prospective  payment 
procedures  for  institutional  providers  and  negotiated  fee  schedule 
procedures  for  licensed  professional  practitioners. 

The  Advisory  Council's  report  indicates  that  the  OASDI  programs' 
short-term  financing  problem  is  the  result  of  the  need  to  finance 
.cost-of-living  adjustments  far  higher  than  those  originally  projected 
for  the  system.  The  administration's  response  has  been  to  propose 
the  imposition  of  an  arbitrary  5-percent  limitation. 

To  this,  our  associations  are  vehemently  opposed.  Over  the  past 
few  years,  it  has  been  the  aged  poor  and  fixed-income  who  have 
suffered  the  greatest  loss  of  purchasing  power  [see  table  XI  below]. 
The}^  need  thejr  full  8.7  percent  increase  [see  tables  XII  and  XIII, 
below]. 

According  to  the  recent  staff  study  of  the  Joint  Economic  Com- 
mittee "Inflation  and  the  Consumer  in  1974,"  [94th  Cong.,  1st  sess., 
27-28  (1975)],  prices  have  risen  more  for  the  low-income  consumer  in 
the  last  3  years  than  for  the  high-income  individual.  From  October 
1971  to  October  1974,  the  poor  person's  index  rose  27.8  percent 
while  the  rich  person's  index  increased  24.6  percent — a  difference  of 
.3  percentage  points. 

The  following  table  is  reproduced  from  that  recent  staff  study. 
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TABLE  XI.— COMPARATIVE  PRICE  INDEXES 
(August  1971  =  1001 


Poor 

person's 

index 

Rich 

person's 

index 

a^Tl- October                                   

100.13 

100.31 

1972: 

ApfiJ                                                       

, 102.04 

101.76 

October                                           

103.91 

103.62 

1973: 

April                       

108.36 

106.93 

October                                             

114.07 

111.49 

1974: 

April                         -  

120.52 

117.49 

October           .  .  

127.94 

125.02 

Percent  changes: 

1972                             - -. 

3.8 

3.3 

1973                      .  - - 

9.8 

7.6 

1974 

12.2 

12.1 

1971-74             

27.8 

24.5 

Source:  Consumer  Price  Index  and  Prof.  Thad  Mirer. 

TABLE  X!!.— 1973  ANNUAL  INCOME  BY  AGEi 
{Percent  of  population,^  by  income  levels] 


Current  total  money  income 


Age  65  and  over 

Age  25  to  64 

All 

All 

consun^er 

Nonfamily 

consumer 

Nonfamily 

units 

Families 

persons 

units 

Families 

persons 

2.8 

0.8 

5.3 

1.9 

1.0 

6.2 

4.9 

1.1 

9.7 

1.1 

.5 

4.2 

6.9 

2.0 

13.0 

1.5 

.8 

5.0 

8.9 

3.1 

18.1 

1.7 

.9 

4.9 

8.6 

4.9 

13.2 

1.5 

1.1 

3.4 

7.1 

5.5 

9.0 

1.7 

1.3 

4.0 

6.1 

5.8 

6.5 

1.6 

1.3 

3.5 

10.8 

12.4 

8.9 

3.9 

2.9 

8.5 

8.3 

10.6 

5.3 

4.0 

3.2 

7.7 

6.3 

8.8 

3.2 

4.2 

3.6 

6.7 

4.4 

6.5 

1.8 

4.7 

4.3 

6.9 

4.0 

5.7 

1.8 

5.1 

4.7 

6.8 

3.0 

4.2 

1.4 

4.9 

4.8 

5.5 

4.5 

6.7 

1.8 

10.9 

11.4 

8.8 

4.8 

7.6 

1.2 

15.1 

16.4 

8.8 

6.0 

9.9 

1.3 

26.8 

30.8 

7.4 

2.0 

3.4 

.4 

8.4 

9.9 

1.2 

.6 

1.0 

.1 

1.0 

1.1 

.5 

.      $4,441 

$6,  426 

$2.  725 

$12, 243 

$13, 500 

$7,  367 

.      $6, 696 

$9,  029 

$3,  772 

$13,681 

$14,965 

$7,b33 

45.3 

23.0 

62.2 

11.0 

5.9 

31.2 

13.4 

21.9 

3.0 

51.3 

53.2 

17.9 

Under  $1,000. __ 

$1,000  to  $1,499. 

$1,500  to  $1,999 

$2,000  to  $2,499... 

$2,500  to  $2,999 

$3,000  tc  $3,499.. 

413,500  to  $3,999 

$4,000  to  $4,9S9.... 

$5,000  to  $5,999 

$S,000  to  $6,999 

$7,000  to  $7,999 

$8,000  to  $8,99S 

$9,000  to  $9,999.. 

$10,000  to  $11,999 

$12,000  to  $14,999 

$15,000  to  $24,999. 

$25,000  to  $49,399 

$50,000  and  over 

Midpoint  (median) $4 

Arithmetic  average  (mean) 

Percent  under  $4,000. 

Percent  over  $12,000. 


1  Tabulation  developed  from  table  25,  "Consumer  Income  Current  Population  Reports,"  P-60,  No.  97. 
s  Age  population  based  on  March  1974  current  population  reports  estimate. 
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The  appropriate  way  to  control  increasing  expenditures  under 
these  proo-rams  is  not  the  imposition  of  an  arbitrary  ceihng,  but  the 
creation  and  apphcation  of  an  effective  micropolicy  to  restrain  ex- 
horbitant  price  increases  in  noncompetitive  markets  and  to  coordinate 
this  with  a  flexible  macropolicy  to  restrain  aggregate  demand  in- 
flation in  the  event  that  it  begins  to  develojj. 

Since  we  believe  that  the  Federal  Government  is  ultimately  re- 
■sponsible  for  controlling  inflation,  we  think  it  fair  and  reasonable  to 
recommend  that  cost-of  living  adjustments  in  benefit  levels  once  a 
person  retires,  becomes  disabled,  or  dies,  should  be  financed  out 
of  general  revenues. 

Tliis  limited  use  of  general  revenues  for  a  specific  purpose,  while 
it  mil  hopefully  motivate  the  Congress  to  reform  the  loophole-ridden 
Federal  income  tax,  will  neither  abrogate  the  contributory  principle 
nor  lead  to  unwarranted  demands  for  benefit  increases. 

Payroll  and  Self-Employment  Tax  Reform 

Should  the  Congress  accept  the  Advisory  Council's  recommendation 
that  the  benefit  "formula  be  revised  and  that  benefit  levels  never 
exceed  100  percent  of  AIME,  thereby  lessening  the  existing  weighting 
of  benefits  in  favor  of  those  who  contributed  less  to  the  system,  the 
overall  benefit  tax  progressivity  of  the  system  will  be  lessened.  We 
urge  the  Congress  to  take  up  the  matter ^oi  payroll  and  self-employ- 
ment tax  reform. 

Such  reform  could  be  accoraDlished  either  directly  or  indirectly. 
We  have  suggested  the  use  of  general  revenues  to  offset  the  revenue 
loss  which  would  result  from  the  direct  introduction  of  a  low-income 
allowance.  H.R.  33,  sponsored  by  Congressman  Burke,  would  flatten 
the  tax  rates  to  3  percent  for  employer  and  employee,  expand  the 
wage  base  to  $25,000  and  tie  in  a  general  revenue  contribution. 

Other  proposals  would  lessen  payroll  tax  regressivity  by  integrating 
it  with  the  income  tax  by  means  of  a  limited,  refundable  credit 
against  income  tax  liability  for  a  portion  of  payroll  taxes  paid. 

^  The  use  of  general  revenues  for  cost-of-living  cash  benefit  adjust- 
ments and  modest  i)ayroll  tax  reform  is  clearly  preferable  to  tax  rate 
and/or  taxable  wage  base  increases — especially  in  view  of  the  proposed 
lessening  of  the  degree  to  which  benefits  are  weighted. 

Moreover,  the  Congress  should  anticipate  increasing  lower  and 
middle-income  taxpayer  resistance  to  additional  payroll  tax  burdens, 
especially  if  such  a  tax  is  to  be  used  to  finance,  in  part,  the  cost  of  a 
nationaf  health  plan.  In  any  event,  general  revenues  will  have  to  be 
used  to  meet  the  long-range  deficit  that  results  from  the  demographic 
trend. 

Our  associations  endorse  the  Advisory  Council's  recommendations 
to  change  the  requirements  for  entitlement  to  dependents'  and  sur- 
vivors' benefits  to  provide  equitable  treatment  to  fathers  and  divorced 
men . 

We  consider  it  unfortunate,  however,  that  the  Council  refused  to 
accept  its  subcommittee's  recommendation  that  a  married  working 
couple,  under  certain  circumstances,  be  given  the  option  of  receiving 
benefits  based  on  the  combined  earnings  of  the  couple.  Our  associations 
have  pointed  out  before  to  this  committee  that  the  Congress  would 
have  to  deal  with  the  reality  of  the  working  wife.  We  think  the  time 
to  do  so  is  now. 
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Our  associations  have  urged  repeatedly  that  the  retirement  test  be 
liberalized  and  ultimately  abolished.  While  we  concede  that  in  today's 
economy  increasing  numbers  of  workers  are  competing  for  diminishing 
numbers  of  jobs,  we  maintain  that  this  Nation  must  attempt  to  solve 
the  problem  of  unemployment  by  creating  more  jobs,  not  by  perpet- 
uating existing  barriers  to  employment.  We  would  hope  that  the 
Advisory  Council's  rethement  test  recommendation,  while  not  going 
as  far  as  we  suggest,  mil  be  accepted  so  that  the  aged  who  w\ant  to 
work  to  supplement  their  income  will  find  this  barrier  to  labor  market 
entry  less  formidable  as  the  econom}^  begins  to  revive  and  jobs  become 
more  plentiful. 

In  conclusion,  Mr.  Chairman,  our  associations  support  the  Council's 
recommendation  to  restructure  the  mechanics  of  benefit  computation 
by  indexing  the  workers'  earnings  record  and  the  benefit  table  sep- 
arately. We  urge,  however,  that  the  benefit  formula  applied  to  the 
AIME  provide  a  replacement  ratio  of  not  less  than  55  percent. 

We  support  the  council's  proposal  to  lessen  the  degree  to  which 
the  OASDI  benefits  are  weighted  in  favor  of  those  who  contributed 
less  to  the  system;  concomitantly,  however,  the  SSI  program  must  be 
augmented  to  assume  fully  the  burden  of  the  minimum  floor  of  pro- 
tection function. 

Use  of  General  Revenues 

We  support  the  use  of  general  revenues:  First,  for  an  expanded 
consolidated  medicare  and  medicaid  program  for  the  aged;  second,  to 
finance  cash  benefit  cost-of-living  adjustments;  and  thrid,  to  lessen  the 
regressivity  of  the  payroll/self-employment  taxes. 

We  support  the  Council's  recommendation  to  treat  men  and  wom.en 
equally  with  respect  to  benefits.  We  believe,  however,  that  the  Con- 
gress should  provide  greater  benefit/contribution  equity  in  the  treat- 
ment of  two-earner  family  units.  The  worldng  vv^ife  cannot  be  ignored. 

Finally,  we  support  further  liberalization  and  ultimate  abolition  of 
the  retirement  te^st;  we  believe  that,  in  view  of  the  demographic 
projections,  income  from  active  emplojmient  will  have  to  assume 
greater  importance  if  the  future  aged  are  to  achieve  an  adequate 
degree  of  income  security. 

Thank  you,  Mr.  Chairman. 

Senator  Church.  Thank  you  very  much  for  your  testimony.  I 
recall  that  the  NRTA  and  the  AARP  were  instrumental  in  the  draft- 
ing of  legislation  that  I  have  again  introduced  in  this  Congress. 

It  would  establish  an  independent,  nonpolitical  Social  Security 
Administration  and  separate  the  transactions  of  the  social  security 
trust  funds  from  the  unidentified  budget. 

In  view  of  the  recent  administration's  proposals  to  put  a  ceiling  on 
social  security  cost-of-living  increases,  and  to  cut  back  medicare,  do 
you  believe  the  need  for  enactment  of  this  proposal  is  more  urgent 
now? 

ivls.  Miller.  Yes. 

Senator  Church.  I  do  too  and  I  hope  we  can  get  the  bill  to  the 
floor  of  the  Senate  this  year  and  get  a  Senate  vote  on  it.  Last  A'ear  we 
did  secure  support  frorn  more  than  50  percent  of  the  Senators  so  that 
I  think  we  can  get  it  to  a  vote,  we  can  get  it  approved. 

How  gradually  would  your  proposed  abohtion  of  the  retirement  test 
come  about  and  how  would  proposed  aboUtion  be  financed? 
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You  have  seen  the  charts  presented  this  morninp;  and  I  am  not  clear 
from  your  testimony  iust  what  the  position  of  the  NRTA  and  the~ 
AARP  may  be  with  respect  to  the  retirement  test. 

Do  you  simply  endorse  the  recommendations  of  the  Council  or  do 
you  have  a  separate  recommendation? 

Ms.  Miller.  Mr.  Hacking  will  respond. 

Mr.  Hacking.  We  have  endorsed  the  recommendations  of  the 
Council.  We  consider  the  recommendations  to  be  progress  in  the  right 
direction;  however,  our  associations,  for  this  particular  year,  believe 
that  the  exempt  amount  of  retirem^ent  test  should  be  increased  to  a 
level  of  $4,000,  on  an  annual  basis. 

Obviously,  there  are  a  great  manj?^  factors  involved  in  determining 
how  quickly  we  can  move  toward  a  goal  of  ultimate   abolishment:: 
thei'e  are  cost  factors  involved,  and  there  are  also  political  factors 
involved. 

Certainly,  we  recognize  that  the  abolishment  of  the  test  changes 
fundamentally  the  nature  of  the  sj^stem  fi'om  that  of  an  earnings 
replacement  system  that  insures  against  certain  risks,  and  that  there 
is  tremendous  resistance  to  such  a  fundamental  change. 

The  other  problem,  the  cost  problem,  is  one  that  is  certainly  fore- 
most in  our  mind,  especially  at  this  time,  with  the  financial  problems 
of  the  system. 

Now,  when  Professor  Schulz  was  using  his  charts  we  saw  a  $4 
billion  price  tag  for  eliminating  the  test, 

I  believe  that  this  $4  billion  figure  is  the  cost  to  the  system  but  it- 
does  not  take  into  account  certain  offsets  that  might  occur,  offsets^ 
for  example,  for  the  amounts  contributed  to  the  system  b}^  individuals 
who  continue  to  work  after  age  65. 

The  Social  Securitj^  Office  of  Research  and  Statistics  and  Office- 
of  the  Actuary  have  not  really  been  very  helpful  in  providing  a  truly 
accurate  cost  estimate  for  abolishment  and  we  would  hope  that  the 
Congress,  if  it  undertakes  a  thorough  review  of  the  social  security 
system,  would  bring  some  pressure  to  bear  upon  the  actuaries  ta 
develop  statistics  that  truh^  reflect  the  net  cost  of  the  abolishment. 

Senator  Church.  Well,  I  think  that  would  be  helpful  too.  The 
fact  is  that  when  I  came  to  the  Senate  m  1957,  the  retirement  test 
at  that  time,  as  I  recall,  was  $1,250  and  it  is  now  $2,500  plus,  but 
we  have  done  nothing  more  than  simpl}"  keep  the  retirement  test 
moving  with  the  inflation  that  has  occurred  during  that  period  and 
so  we  really  have  not  improved  the  working  opportunities  of  bene- 
ficiaries under  social  securitv. 

I  should  tliink  that  if  the  Congress  were  to  increase  the  retirement 
test  to  $3,000,  through  the  adoption  of  the  bill  that  I  now  have 
introduced,  that  we  would  still  be  pretty  much  engaged  in  playing 
a  catchup  game. 

Well,  I  think  your  recommendations  are  good  and  we  look  to 
your  organizations  for  not  only  support  in  our  efforts  to  improve 
the  general  conditions  of  life  for  the  elderly  but  also  for  your  leader- 
ship and  we  appreciate  the  contribution  that  you  have  made. 

Ms.  Miller.  Thank  j'-ou,  Mr.  Chairman. 

Senator  Church.  Our  next  witness  is  Ms.  Jacquelyne  J.  Jackson, 

Ph.  D.,  associate  professor  of  medical  sociolog}^  and  member  of  the 

^nter  for  the  Study   of  Aging  and  Human  Development,   Duke 
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University;  and  vice  chairman,  National  Caucus  on  Black  Aged, 
Inc. 

I  understand,  Dr.  Jackson,  3^ou  have  no  prepared  statement  this 
morning,  that  you  would  like  to  speak  from  notes. 

STATEMENT  OF  JACQUELYNE  J.  JACKSOIT,  PH.  B.,  ASSOCIATE  PSO- 
FESSOE  OF  MEDICAL  SOCIOLOGY  ANB  MEMBEE  OF  THE  CEITTER 
FOR  THE  STUDY  OF  AGING  AND  HUMAN  DEVELOPMENT,  DUKE 
UNIVERSITY;  AND  VICE  CHAIRMAN,  NATIONAL  CAUCUS  ON 
BLACK  AGED,  INC. 

Dr.  Jackson.  Yes.  Thank  you  ver}^  much,  Mr.  Chairman.  As 
you  have  indicated,  I  am  Jacquel3me  J.  Jackson,  vice  chairman 
of  the  National  Caucus  on  Black  Aged. 

To  digress  for  a  moment,  sir,  I  would  like  to  note  that  I  have  v/ith 
me  in  attendance  Rheba  Holmes,  Cheryl  Rodgers,  Victoria  Spriggs, 
Cheryl  Temple,  N.  L.  Thakore,  and  Antoinette  Trainer,  all  of  whom 
are  students  at  Howard  University,  who  are  interested  in  some 
aspects  of  human  development,  as  related  to  aging,  and  who  perhaps 
might  improve  their  training  and  be  able  to  provide  us  with  the  kinds 
of  data  which  we  continue  to  have  about  the  black  elderty,  at  least, 
if  we  were  able  to  encourage  the  National  Institute  on  Aging  to 
provide  some  kind  of  program  which  woidd  assist  in  training  of  blacks. 

We  appreciate  very  much  the  opportunity  to  share  with  you  some 
of  our  concerns  about  the  impact  of  inflation  upon  black  elderly,  as 
reLated  to  social  security,  and  while  I  have  not  had  sufficient  time  to 
analyze  the  major  finance  recommendations  of  the  Social  Security 
Advisory  Council,  I  do  want  to  make  the  fohowing  comments,  as 
related  to  the  recommendations  set  before  you  for  your  consideration 
here  today. 

With  respect  to  the  recommendations,  under  cash  benefits,  No.  2, 
benefit  structure,  replacement  rates,  we  believe  that  for  those  blacks 
who  are  aged,  and  in  poverty,  and  whose  lifetime  earnings  place  them 
in  poverty,  that  it  would  be  detrimental,  in  fact  highly  detrimental, 
to  have  a  benefit  structure  which  would  be  based  upon  preretirement 
earnings  that  was  on  less  than  that  benefit  structure  that  was  in  some 
way  adjusted  to  take  into  account  the  racial  discriminatory  factors 
which  kept  their  incomes  at  a  lov/er  level. 

We  also  believe  that  there  is  perhaps  one  way  in  which  some  moneys 
could  be  saved  by  the  administration,  and  which  would,  therefore,  be 
useful  in  raising  the  currently  deplorable  levels  of  those  black  aged, 
who  are  now  being  pushed  increasingly  into  even  more  ])Overty  under 
inflation,  and  that  is,  we  suggest  the  entire  elimination  of  SSI. 

We  suggest  instead  that  all  persons  65  or  more  years  of  age,  who 
are  not  employed  full-time  in  the  labor  force,  should  be  given  auto- 
matic coverage  under  social  security. 

We  believe  farther  that  there  should  be  a  minimum  amount  of 
monthly  receipts,  and  our  current  estimate  is  $300  per  person,  and 
we  believe  that  there  should  be  automatic  adjustments,  tied  in  with 
the  CPI  as  other  groups  have  advocated  before  you,  the  CPI  should 
be  one  developed  upon  the  prices  which  elderly  persons  have  to  pay 
with  this  special  attention  given  to  health. 

We  note  that  you,  I  think,  are  very  concerned,  and  are  aware  of  the 
significant  increases  which  have  occurred. 
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Insofar  as  we  have  been  able  to  determine,  for  example,  we  know 
that  there  have  been  drastic  increases  in  the  cost  of  health  care  for 
many  black  elderly  especially,  and  we  note  that  the  o;eneral  medical 
care  index  in  the  United  States  increased  from  142.2  to  161  over  the 
year  from  January  1974  until  1975. 

Even  more  alarming,  of  course,  is  the  increase  in  the  food  index  from 
135.7  to  170.9  over  the  same  year,  so  these  are  critical  items,  and  we 
suggest  once  again  some  consideration  being  given  to  them. 

Now,  I  would  like  to  speak  to  the  issue  of  the  fact  that  the  Ad- 
visory Council's  report  continues  to  make  the  same  kinds  of  state- 
ments which  we  have  heard  for  at  least  the  last  7  j^ears. 

As  you  recall,  it  was  in  1968  that  we  suggested  that  there  were 
critical  gaps  which  showed  certain  inequities  with  respect  to  social 
security  payments  under  OASDHI,  and  black  males,  and  we  find 
now  in  1975,  on  pages  53  and  54  of  the  Social  Security  Advisory 
Council  report,  the  statements  are  in  effect,  we  do  not  have  enough 
information,  we  must  find  out  more. 

We  wonder  why  we  are  not  able  to  find  out  more,  and  we  have 
requested  time  after  time  after  time  that  the  vSocial  Security  Admin- 
istration begin  to  collect  and  distribute  the  kinds  of  data  which  would 
answer  the  types  of  questions  which  we  feel  ought  to  be  raised,  and 
we  do  have  some  questions  which  we  have  outlined  elsewhere  which 
we  feel  should  be  considered. 

SuBcouNCiL  Proposed  for  Minority  Elderly 

Also  in  that  connection,  we  would  like  to  point  out,  in  our  judgment, 
we  believe  that  it  would  be  very  useful,  perhaps  in  the  future,  to 
have  such  Councils  have  a  special  subcouncil  devoted  to  the  problems 
of  minority  elderly,  as  well  as  to  the  problems  of  minorities  in  social 
securit3^  And  now,  linall}^,  we  believe  that  an  immediate  change  in 
certain  provisions  of  social  security  would  be  most  fruitful  for  many 
elderly  blacks  where  at  one  point  in  time  both  parties  to  the  matter 
came  within  the  labor  force,  and  had  benefits  deducted  from  their 
checks.  Specifically,  we  believe  that  each  spouse,  Adclowed  or  still 
married,  should  be  entitled  to  receive  the  benefits  for  which  he  or  she 
is  eligible  as  primary  beneficiary  as  well  as  secondary  beneficiary. 

We  further  believe  that  it  is  in  fact  discriminatory  to  permit 
spouses  who  have  never  contributed  any  moneys  at  all  to  social  security 
to  be  permitted  to  draw  funds  when  spouses  who  have  contributed 
moneys  cannot  draw  such  funds,  and  to  the  extent  that  we  can  deter- 
mine whether  or  not  there  is  a  constitutional  question  involved,  we 
are  in  the  process  of  tr3'ing  to  prepare  a  brief  to  file  for  a  judicial 
ruling. 

In  conclusion,  then,  I  want  to  also  indicate  that  not  only  do  we 
support  the  work  of  your  committee,  but  we  hope  that  you  will  be 
very  influential  in  making  certain  that  the  proposed  5  percent  ceiling 
will  not  take  place — that  the  proposed  5  percent  ceiling  on  cost  of 
adjustment  for  social  security  will  not  take  place.  Because  that  would 
indicate  to  us  that  we  will  probably  have  within  the  next  few  months 
something  like  at  least  7  to  8  out  of  every  10  black  elderl}^  in  poverty, 
and  about  1  out  of  2  black  males. 

We  thank  j^ou  for  your  attention. 


916 

Senator  Church.  I  thaiik  you  very  much  for  your  testimon}^,  and 
the  recommendations  that  j^ou  make,  and  I  can  only  conckide  on 
your  note  of  conclusion  that  it  would  be  a  tragedy  if  we  began  to 
attem.pt  to  solve  the  problems  of  inflation  in  this  country  by  squeezing 
the  money  out  of  the  retired  people,  who  are  the  least  able  to  bear 
that  burden,  and  have  the  least  to  do,  I  should  think,  with  the  in- 
flationary problem.  The  fact  that  there  has  been  strong  support 
for  the  resolution  that  I  have  introduced,  which  would  express  our 
disapproval  in  the  Congress  of  the  President's  proposal,  I  think  gives 
us  grounds  to  hope  that  the  lav/  will  not  be  changed,  and  the  cost  of 
living  benefit  of  8.7  percent,  v.diich  will  be  due  in  July,  will  in  fact 
be  paid.  Your  other  recommendations  will  certainlj^  be  taken  into 
serious  consideration  by  the  committee  as  it  looks  for  ways  to  improve 
the  social  securit}^  sj^stem.  I  think  our  hearings  today  demonstrate 
the  special  needs  of  the  black  elderly  who  have  to  be  separated 
out  of  the  general  figures  if  we  are  to  get  any  kind  of  idea  of  the 
problem  that  faces  them.  To  blend  them  into  the  general  figures 
is  just  to  confuse  the  picture.  I  am  glad  the  charts,  and  the  other 
testimony  we  received  toda}^,  do  separate  out  the  blacks,  and  demon- 
strate their  problems  are  much  more  serious  than  the  problems  for 
the  population  as  a  whole,  and  we  must  be  mindful  of  that  in  any 
proposals  we  make  for  modifying  social  security  in  the  future.  Thank 
you  very  much. 

Dr.  Jackson.  Thank  you. 

Senator  Church.  The  hearings  on  the  future  directions  of  social 
security  will  continue  tomorrow  and  the  committee  will  meet  in  this 
room  at  2 :30  tomorrow  afternoon. 

[Whereupon,  the  hearing  was  recessed  at  12:15  p.m.] 
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ITEM  1.  SUPPLEMENT  TO  STATEMENT  OF  DR.  JAMES  H.  SCHULZ* 

Society's  Uncertain  Commitment  to  the  Eldebly 

Not  too  many  -years  ago  it  was  relatively  easy  to  talk  about  the  economic 
situation  of  the  elderly  population.  AH  one  needed  to  do  was  cite  the  statistics 
which  confirmed  what  everyone  knew  from  either  personal  experience  or  by  looldng 
around.  For  years  now  everyone  has  known  that  most  of  the  elderly  suffered 
from  serious  economic  deprivation — that  their  income  were  inadequate,  that 
inflation  exacerbated  the  situation  by  reducing  real  incomes  and  eroding  savings, 
and  that  the  aged  were  one  of  the  largest  poverty  groups  in  the  country. 

Today  it  seems  to  me  that  the  situation  is  in  fact  much  more  complex.  This 
is  due  in  largs  pp.rt  to  the  very  positive  response  by  our  Nation  to  the  economic 
plight  of  the  elderly.  During  the  past  decade  (just  10  years)  dramatic  developments 
have  occurred  in  developing  private  and  public  programs  to  deal  with  the  eco- 
nomic problems  of  old-age: 

(1)  Private  pension  programs  have  spread  throughout  industry;  they  have 
grown  rapidly;  and  large  increases  in  their  benefit  levels  have  been  instituted. 

(2)  Two  large  public  health  insurance  programs  have  been  legislated  and  cur- 
rently provide  over  $13  billion  a  vear  in  benefits. 

(o)  Property  tax  relief  laws  for  the  aged  have  been  legislated  in  over  SO  percent 
■of  our  states. 

(4)  Social  security  old-age  benefits  have  been  increased  by  over  75  percent. 

(5)  Old-age  assistance  has  been  abolished,  and  a  new  Supplemental  Security 
Income  Program  (SSI)  has  taken  its  place. 

(6)  Federal  regulation  of  private  pensions  has  become  a  reality — together  with 
an  exemption  from  federal  taxation  of  savings  for  retirement  by  self-employed 
professionals  and  employees  not  covered  by  private  pension  plans. 

These  new  programs  have  resulted  in  a  gigantic  shift  of  income  from  the  work- 
ing population  to  the  retired  population  and  a  significant  drop  in  poverty  among 
the  aged.  A  comprehensive  study  of  the  Federal  budget  by  the  Brookings  Institu- 
tion, for  example,  recently  concluded  that  "although  it  is  not  possible  to  say 
■exactly  how  shifts  in  federal  activity  have  affected  particular  groups,  clearly  the 
aged  and  the  disabled  have  received  an  increasing  proportion  of  federal  benefits." 
"Thus,  for  the  first  time  the  question  is  being  seriously  posed:  "Have  we  done 
enough  for  the  aged?"  Last  vear,  writing  in  the  Washington  Post,  columnist 
David  S.  Broder,  for  example, "concluded  that  "the  significant,  semi-hidden  story 
in  the  .  .  .  federal  budget  is  that  America's  public  resources  are  increasingly 
beine  mortgaged  for  the  use  of  a  single  group  within  our  country:  the  elderly. 
The  "benefits  being  paid  to  them  are  rising  faster  than  any  other  major  category 
of  federal  spending,  and  the  taxes  being  levied — mainly  on  their  children — to 
finance  those  benefits  are  also  going  up  faster  than  any  others." 

Writing  in  Challenge  magazine,  economist  Carolyn  Shaw  Bell's  article  on  social 
security  is  headed:  "Social  Security  is  not  insurance.  It  is  a  monster  tax:  not 
onlv  enormous  but  risina;  rapidlv,  not  only  regressive  but  discriminatory." 

And  last  summer  the  Wall  Street  Journal  observed  in  an  editorial:  "It  is  .  .  . 
now  being  perceived,  by  labor  economists  especially,  that  real  wages  can  fall 
■even  as  the  nation's  real  income  rises:  the  [social  security]  system  is  simply  trans- 
ferring purchasing  power  from  worker  to  non-worker.  Inflation  accelerates  this 
condition  because  social  security  recipients  have  their  incomes  tied  to  the  CPI 
and  the  vast  majority  of  the  work  force  does  not." 

This  issue  of  the  old  versus  the  young  with  regard  to  each  group's  rightful  or 
equitable  economic  share  is  being  raised  v.ith  greater  frequency. 

What  are  the  facts?  Have  we  done  enough? 


•See  statement,  p.  877. 
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While  a  meaningful  answer  to  this  question  would  require  a  discussion  much 
longer  than  the  time  av^ailable  to  me  today,  I  would  like  to  make  a  number  of, 
what  I  considtr  to  be,  important  observations. 

First,  despite  all  the  improvement?  of  recent  years,  large  numbers  of  the 
elderly  still  remain  in  poverty.  The  most  recent  data  available  from  the  Bureau 
of  the  Census  show  that  in  1973  there  were  about  S^  million  persons  aged  65 
and  over  with  poverty  level  incomes. ^ 

This  large  number  of  aged  poor  represents,  in  fact,  an  improvement  over  prior 
years — down  from  almost  30  percent  of  the  aged  in  1966  to  about  16  percent  in 
1973.  In  fact,  aged  poverty,  as  currently  defined  by  the  Social  Security  Ad- 
ministration's poverty  index,  may  virtually  disappear  in  the  near  future  with 
improvements  in  SSI,  social  security,  and  private  pensions.  For  example,  fourteen 
states  now  provide  supplemented  SSI  benefits  which  are  above  the  poverty  level. 
And  in  these  fourteen  states  reside  about  40  percent  of  the  total  aged  population. 

Thus,  in  recent  years  there  has  been  less  talk  about  eliminating  poverty  among 
the  elderly  (since  this  goal  seems  close  to  achievement  for  the" bulk  of  the  aged). 
Now  many  people  have  begun  to  argue  that  benefits  should  be  related  to  some 
kind  of  retirement  budget  based  on  observed  needs  and  desired  life  styles  of  the 
elderly.  For  example,  the  1971  White  Hou-;e  Conference  on  Aging  recommended 
that  adequate  income  be  defined  by  the  Bureau  of  Labor  Statistics'  "budget  for 
an  elderly  couple." 

The  Bureau  of  Labor  Statistics'  budget  is  for  retired,  aged  couples  who  are 
"self-supporting,  living  independently  in  their  ov/n  home,  in  reasonably  good 
health,  and  able  to  take  care  of  themselves."  The  generalized  conception  of  the 
living  standard  is  translated  into  a  list  of  commodities  and  services  which  can 
be  priced.  The  ''intermediate  level"  budget  is  currently  around  $6,000  per  j^ear 
for  an  elderly  couple. 

The  establishment  of  such  a  budget  standard  (or  even  a  variety  of  budgets) 
for  various  groups  or  categories  of  the  aged  can  never  (and  are  not  intended  to) 
adequately  reflect  the  even  greater  variety  of  economic  circumstances  of  these 
aged  families  prior  to  retirement.  The  budgets  do  "not  show  how  an  'average' 
retired  couple  actually  spends  its  money,  nor  does  it  show  how  a  couple  should 
spend  its  money  ...  In  general,  hov^'ever,  the  representative  list  of  goods  and 
services  comprising  the  standard  reflects  the  collective  judgment  of  families  as 
to  what  is  necessary  and  desirable  .  .  ." 

Administration  Response 

Thus,  the  Nixon  Administration  responded  to  the  adequacy  of  income  recom- 
mendation of  the  1971  White  House  Conference  as  follows: 

The    Administration    does    not  concur   in  the    recommendations  of  the 

delegates  to  the  Conference  that  the  "intermediate"  budget  developed  by  the 

Bureau  of  Labor  Statistics  become  the  national  goal  in  this  area  .  .  .  Wiiile 

these  [budget]  studies  are  interesting  and  useful  in  their  own  right,  they 

provide  no  basis  for  knowing  whether  any  particular  level  of  income  is 

"adequate"  under  varyiiig  sets  of  circumstances. 

Also,  while  it  is  easy  to  adjust  these  budgets  for  price  changes,  it  is  much  more 

difficult  to  adjtist  them  so  that  they  reflect  the  changing  levels  of  living  in  the 

economy;  such  adjustments  contain  a  high  degree  of  arbitrariness. 

An  alternative  way  (other  than  po\-erty  indexes  or  budget  levels)  of  specifying 
for  policy  purposes  the  operational  income  maintenance  goals  of  various  pension 
programs  is  to  specify  the  proportion  of  prior  earnings  which  are  to  be  guaranteed 
to  the  worker  upon  retirement  through  pension  programs.  In  recent  j^ears  the 
public  pension  systems  of  many  countries  have  sought  to  express  pensions  benefits 
as  a  proiDortion  of  earnings. 

But  in  the  United  States,  aside  from  general  recommendations  calling  for  the 
improvement  of  pensions  by  increasing  benefit  levels,  there  has  been  almost  no 
discussion  of  just  what  the  appropriate  replacement  of  earnings  should  be.  And  if 
one  looks,  for  example,  at  actual  and  projected  social  security  pension  replacement 
rates  for  social  security  recipients,  one  finds  the  pension  replacement  rates  to  be 
very  low.  For  example,  if  pension  amounts  are  compared  with  a  worker's  average 
earnings  five  years  prior  to  retirement,  one  finds  that  a  majority  of  the  aged  in  the 
United  States  receive  a  pension  which  is  less  than  50  percent  of  their  prior  earnings. 


lU.S.   Bureau   of  Census,   "Characteristi<^s  of  the  Lo^-Income  Population,   1973,"  Ad- 
vance Report  Series  P-60,  No.  94  (Washington,  D.C. :  GPO,  July  1974). 
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For  example,  only  6  percent  (6  percent)  of  aged  couples  with  average  preretire- 
ment earnings  between  $8,000  and  $9,000  receive  a  pension  replacing  50  percent 
of  earnings. 

It  makes  little  sense  to  base  public  or  private  pensions  on  a  lifetime  earnings 
average.  By  the  very  nature  of  the  averaging  process,  this  lifetime  average  is 
reflective  of  a  living  standard  ex]3orieuced  decades  before  retirement.  But  one 
would  expect  retiring  families  to  have  become  accustomed  to  the  higher  living 
standard  typically  associated  with  the  later  years  just  before  retirement.  One 
would  not  expect  the  act  of  retirement  or  reaching  the  age  of  62  or  65  to  magically 
change  a  family's  standard  of  living  expectation. 

In  fact,  the  '"'golden  years"  of  retirement  are  often  glamorized  as  those  years 
when  an  individual  is  finally  free  of  work  constraints  and  able  to  enjoy  life  more. 
But  we  know  that  this  is  currently  vv'ishful  thinking  for  manj?^  retired  persons  in 
the  United  States  and  other  countries.  Thus,  it  seems  clear  to  me  that  it  is  not 
unreasonable  to  base  pension  plans  on  a  goal  of  preventing  a  major  decUne  in 
lifestyle  as  a  result  of  retirement. 

In  a  book  just  released  by  New  England  Press,  I  report  on  a  study  of  innovative 
pension  reform  in  four  countries.-  In  Germany,  Sweden,  and  Belgium  the  objective 
of  "maintaining  living  standards  during  retirement"  was  an  important  considera- 
tion in  designing  the  current  pension  program.  In  Canada  the  major  emphasis  was 
on  developing  a  tiered  income  maintenance  sj^stem  where  the  programs  in  each 
tier  were  more  adequate  and  equitable  than  the  programs  existing  before  the 
reform. 

New  Policies  Needed 

It  is  my  belief  that  these  pension  programs  illustrate  the  general  direction  which 
the  United  States  should  take  in  the  further  development  of  its  old-age  pension 
system.  By  making  such  a  statement  I  do  not  mean  that  the  United  States  mix 
of  private  and  public  ]>ensions  should  be  similar  to,  say,  West  Germany — where 
there  is  ahnost  total  reliance  on  public  pensions.  Rather,  I  believe  this  country 
should  formulate  new  policies  to  improve  botJi  private  and  pubHc  pensions  in  the 
United  States — starting  not  with  a  poverty  standard  of  adequacy  but  rather  using 
a  standard  which  recognizes  the  desirabihty  and  reasonableness  of  maintaining 
living  standards  in  retircm^ent.  To  start  with,  I  propose  the  adoption  of  an  ade- 
quacy of  income  standard  for  social  security  old-age  benefits  which  would  provide 
inflation  protected  benefits  equal  to  at  least  55  percent  of  the  individual's  or 
family's  preretirement  average  earnings  during  the  best  ten  of  the  last  fifteen  j'^ears 
prior  to  retirement. 

The  current  social  security  old-age  pension  program  in  the  United  States  could 
easily  be  modified  along  the  lines  suggested  above.  The  old-age  pension  program 
in  the  United  States  was  designed  as  an  insurance  program  for  the  replacement 
of  earnings  loss  due  to  retirement,  has  alwaj\s  related  benefits  to  prior  earnings, 
and  implicitly  specifies  a  rate  of  earnings  replacement  by  specification  of  the  bene- 
fit calculation  formula.  In  general,  ail  that  is  required  to  implement  the  new 
adequacy  standard  is  (a)  a  more  widespread  recognition  of  the  earnings  replace- 
ment implications  of  the  program,  (b)  a  more  detailed  study  of  the  replacement 
rates  achieved  by  the  present  regulations  of  the  program,  (c)  and— most  impor- 
tantly— a  collective  decision  regarding  changes  required  to  improve  the  earnings 
replacement  potential  of  the  program  for  all  or  various  categories  of  beneficiaries. 

The  establishment  of  more  adequate  collective  jjublic  pensions  based  upon  this 
adequacj'  standard  need  not  discourage  individual  initiative  nor  eliminate  private 
pensions.  Instead,  it  would  give  individuals  a  more  secure  base  upon  which  to 
base  their  personal  saving  decisions  and  encourage  private  pensions  to  expand  and 
more  adequateh^  deal  with  the  "special  problems,"  unique  needs,  or  varying 
retirement  preferences  of  different  groups  of  workers.  To  maintain  living  standards 
in  retirement,  individuals  with  55  percent  social  security  replacement  would 
have  to  have  income  equal  to  another  10  to  20  percent  of  preretirement  earnings. 

I  wotild  like  to  emphasize  another  major  point,  given  the  improving  economic 
situation  of  the  elderly.  We  can  no  longer  generalize  abotit  the  economic  situation 
of  all  the  aged  as  one  group.  We  must  distinguish,  for  example,  between  the 
working  aged  and  the  retired  aged,  between  the  very  old  and  those  just  retiring, 
between  widowed  and  married  women,  between  the  white  and  the  non-white 
aged,  and  between  those  retired  elderly  with  private  pensions  and  those  with  only 
a  ptiblic  pension. 


*  James  H.  Schuiz,  et  al.,  "Providing  Adequate  Retirement  Income — Pension  Reform  In 
the  United  States  and  Abroad"  (Hanover,  New  Hampshire :  The  University  Press  of  New 
England,  1974). 
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For  example,  with  the  growth  of  private  pensions  there  is  developing  a  gap 
between  the  economic  situation  of  those  with  and  those  without  private  pensions. 
Increasing  numbers  of  Americans  are  scheduled  to  receive  combined  public  and 
private  jjensions  equal  to  60,  70,  nr  even  80  percent  of  their  preretirement  earnings. 
But  more  than  half  of  the  labor  force  is  still  not  even  covei'ed  by  private  pensions. 
The  rapid  growth  of  coverage  which  characterized  the  past  two  decades  appears 
to  have  ended.  Prospects  of  coverage  for  large  segments  of  the  work  force  do  not 
appear  to  be  good.  Thus,  we  see  an  important  division  occurring  in  the  retired 
aged  population,  between  the  two-pension  aged  (the  pension  elite)  and  the  one- 
pension  famil3^  How  are  we  to  justify  the  equity  of  the  growing  economic  chasm 
between  these  two  groups? 

But  even  the  growing  and  fortunate  group  of  retirees  with  two  pensions  must 
still  face  the  major  threat  of  inflation  eroding  the  real  level  of  their  private  pensiiin 
benefits.  Ver}%  very  few  private  pension  plans  today  provide  benefits  which  are 
adjusted  during  retirement  for  increases  in  the  cost-of-living.  Given  current  rates 
of  inflation,  for  example,  the  purchasing  power  of  a  private  pension  benefit  will  be 
cut  in  half  over  the  retirement  period.  This  lack  of  infiation  protection  is  a  most 
serious  deficiency  of  private  pensions  and  threatens  the  adequacy  of  retirement 
income,  for  even  the  "pension  elite." 

Vesting  Requirement  Discriminatory 

In  addition  to  lack  of  inflation  protection,  private  pensions  are  very  weak  in 
two  other  major  areas:  vesting  and  widow  benefits.  Both  of  these  weaknesses 
operate  disproportionately  against  women.  Vesting  provisions  clearly  favor  the 
immobile  or  "steady"  worker.  For  example,  women  who  must  follow  their  husVjands 
as  they  move  from  plant  to  plant  in  a  company  or  women  who  interrupt  their  paid 
employment  to  fulfill  family  ol)ligations  face  the  prospect  of  lost  pension  rights  due 
to  10-15  year  vesting  requirements. 

Private  pension  benefits  are  often  cancelled  or  are  drastically  reduced  if  the 
worker  dies  (before  or  after  retirement).  Moreover,  workers  often  fiice  the  optit)n 
of  electing  either  a  small,  inadequate  pension  benefit  without  a  widow's  benefit 
or  an  even  smaller  and  less  adequate  pension  with  some  provision  for  the  widow. 

And  while  pension  plans  vary  considerably — with  some  significantly  better  than 
others — the  worst  plans  tend  to  be  concentrated  in  the  trade  and  service  industries 
where  women  are  disproportionately  represented. 

Social  security  is  also  sexist.  In  the  favor  of  women,  it  ignores  the  greater  life 
expectancy  of  female's  and  pays  thejn  actuarially  greater  social  security  benefits 
than  men.  On  the  other  hand,  working  women  often  contribute  to  social  security 
without  the  fMinily  receiving  commensurately  higher  benefits.  And,  most  impor- 
tantly, the  inadequate  benefit  levels  of  the  social  security  system  generate  an 
especially  high  incidence  of  poverty  among  women.  Half  of  the  aged  who  are  living 
in  poverty  today,  for  example,  are  widowed  women. 

Still  another  area  of  major  concern  is  the  "early  retirement"  trend  in  the  United 
States.  Many  people  today  think  that  most  workers  are  forced  to  retire  as  a  result 
of  mandatory  retirement  provisions.  This  is  just  not  true.  About  half  the  labor 
force  is  not  subject  to  mandatory  retirement  rides.  Most  of  the  workers  who  are 
subject  to  such  rules  retire  voluntarily  before  reaching  the  mandatory  age.  In  fact, 
statistics  indicate  that  less  than  10  percent  of  older  workers  want  (and  are  able)  to 
continue  working  beyond  the  mandatory  retirement  age  but  are  unable  to  do  so.^ 
The  crisis  facing  us  "is  not  so  much  a  flood  of  forced  retirements;  rather  it  is  the 
flood  of  early  retirees  and  the  rising  economic  burden  of  su]3porting  them.  Instead 
of  encouraging  people  to  retire  early,  we  need  to  be  exj^anding  the  options  open  to 
older  people  in  dividing  their  time  between  leisure  and  work. 

The  economic  problems  of  old-age  are  not  behind  us.  Historicallj^,  the  great  bulk 
of  older  people  in  most  countries  have  enjoyed  very  low  living  standards — often 
sharply  reduced  from  their  pre-retirement  years.  It  seems  clear  that  this  situation 
resulted  not  so  much  from  an  explicit  decision  of  these  people  to  live  in  poverty. 
Rather  it  resulted — 

First,  from  frequent  national  economic  fluctuations  with  recurring  depressions 
and  inflations; 

Ser  ond,  from  individual  difficulties  in  retirement  preparation  arising  from  this 
economic  instability  and  the  generall}'  low  levels  of  income  available  during  the 
workine  years; 

And  finally,  from  the  lack  of  national  retirement  planning. 

«  See  James  H.  Schulz,  "The  Economics  of  Mandatory  Retirement,"  Industrial  Gerontology 
(winter  1974),  1-10. 
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With  the  development  of  collective  means  of  retirement  securitj^  through, 
pension  systems,  the  economic  situation  of  the  retired  has  changed  significantly. 
Still  it  is  generallj^  agreed  that  in  almost  all  countries  improvements  must  be  made.. 

As  I  have  tried  to  emphasize,  we  can  no  longer  base  any  government  policy 
affecting  the  elderly  on  the  assumption  that  the  elderly  are  poor.  Not  many- 
years  ago,  when  most  of  the  elderly  v/ere  in  fact  poor,  we  tended  to  respond  to 
the  problem  with  band-aid  solutions — old-age  assistance,  a  few  special  housing 
projects,  and  modest  social  services.  Major  reform  of  social  security,  private 
pensions,  and  health  care  have  provided  splints,  casts,  and  bandages  to  replace 
the  band-aids.  The  patients  are  still  sick,  but  thej'  suffer  from  a  variety  of  ills. 
There  is  no  one  program  or  policy  which  can  deal  with  the  variety  of  economic 
problems  confronting  our  heterogeneous  elderly  population. 

Moreover,  a  new  problem  now  confronts  us.  With  the  recent  decline  in  birth 
rates,  we  now  realize  that  our  ability  to  im.prove  the  economic  situation  of  the 
elderly  may  be  limited  b,y  the  changing  demographic  profile  of  our  population. 
Specification  of  any  level  of  retirement  income  and  service  adecjuacy  can  be 
translated  into  its  cost  to  the  working  population.  And,  as  the  population  ages, 
with  declining  birth  rates,  this  cost  per  worker  will  rise. 

The  "aging"  of  our  population— coinciding  with  a  rise  in  retirement  income 
expectation — indicates  a  clear  need  for  long-run  planning  to  distribute  these 
rising  costs  equitaljly  over  succeeding  generations.  But  more  importantly,  there 
is  a  need  to  rethink  the  allocation  of  leisure  over  the  lifespan  since  the  relative 
number  of  workers  versus  retired  pei'sons  is  determined  not  only  by  birth  and 
death  rates  but  also  by  the  age  at  which  j^eople  retire. 

While  the  federal  government  must  be  the  primary  one  to  grapple  with  financial 
constraints  imposed  by  demographic  shifts,  particularly  as  this  change  affects 
the  financing  of  social  security — it  is  my  belief  that  private  industry  must  take 
the  leadership  in  developing  programs  to  respond  to  the  very  real' and  special 
needs  of  our  heterogeneous  aged  population. 

To  me  the  question  is  not,  "Have  we  done  enough  for  the  elderly?"  For  it  is 
clear  to  me  that  the  j'oung  and  old  alike  must  work  together.  Together  Ave  must 
be  prepared  to  meet  the  current  and  future  economic  challenges  of  old-age- — an 
old-age,  thanks  to  the  advances  in  public  health  and  medical  knowledge,  which 
we  all  must  face. 


ITEM  2.  LETTER  FROM  HARRIET  MILLER,*  ASSOCIATE  DIRECTOR, 
NATIONAL  RETIRED  TEACHERS  ASSOCIATION/ AMERICAN  ASSOCIA- 
TION OF  RETIRED  PERSONS;  TO  SENATOR  FRANK  CHURCH,  DATED 
APRIL  2,  1975 

Deak  Sknator  Church:  The  remarks  in  my  March  19th  testimony,  presented 
on  behalf  of  NRTA-AARP,  favoring  the  use  of  a  '"trigger"  mechanisni  for  OASDI 
cost-of-living  adjustments  similar  to  that  used  bj^  the  civil  service  system  was 
intended  to  relate  only  to  the  timing  and  frequency  of  such  adjustments.  I  did  not 
intend  my  reniarks  to  suggest  that  the  Associations  were  ad\-ocating  the  ''1  per- 
cent add  on"  whicli  relates  to  the  degree  to  which  civil  service  benefit  levels  are 
adjusted  upwards. 

Our  Associations  fully  appreciate  that  benefit  increases  (whether  "real"  or 
cost-of-living)  are  costly  and  must  be  financed.  V\"e  tend  to  think  that  real  OASDI 
benefit  increases  should  he  the  result  of  deliberste  and  debated  policy  choices  by 
the  Coiigress  and  not  merely  an  incident  to  otherwise  automatic  cost-of-Ii\-ing 
increments  that  are  designed  merely  to  maintain  the  purchasing  power  of  existing 
benefit  le\c'ls. 

I  would  point  out,  however,  that  the  Associations  do  not  believe  that  current 
earnings  replacement  ratios  in  the  OASDI  program  are  adequate  and  are  not 
willing  to  accept  the  Advis<iry  Cotmcil's  recommendation  that,  in  restructuring 
the  computation  of  future  0.\SDI  benefits,  the  fornaila  used  should  be  designed 
to  continue  replacement  ratios  at  current  levels.  Current  replacement  ratios  are 
inadequate  to  assure  that  preretirement  standards  of  living  will  be  continued 
during  retirement  and  periods  of  disability.  When  the  Congress  undertakes  to 
consider  legislation  to  restructure  the  eompTilation  of  OASDI  benefits  for  future 
disabled  or  retired  workers  and  their  dependents,  tlie  formula  contained  in  that 
legislation  sliould  be  designed  to  pro\-ide  an  earnings  replacement  ratio  of  at  least 
55  percent  of  preretirement  earnings.  The  Associations  are  therefore  advocates  of 
real  lienefit  increases  but  those  increases  would  be  the  result  of  a  deliberate  policy 

*See  statement,  p. 901. 
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choice  bj'  the  Congress  in  favor  of  higher  replacement  ratios.  We  beheve  that  gen- 
eral revenues  should  be  used  to  finance  much  of  the  attendant  cost  of  these  ratios. 

When  I  said  in  my  testimony  that  the  Social  Security  and  Medicare  programs 
"should  provide  a  degree  of  system  flexibility  sufficient  to  accommodate,  over 
both  the  short  and  long  term,  economic  and  demographic  trends  more  pessimistic 
than  those  used  by  the  OASDHI  trustees  and  the  Council",  I  was  not  implying 
that  the  system  should  accumulate  substantially  larger  trust  funds  than  those 
presently  available.  Certainly,  the  trust  funds  should  be  of  sufficient  size  to  assure 
that  benefits  will  continue  to  be  paid  even  during  "hard  times"  such  as  those  we 
are  presently  experiencing.  My  remarkf;  were  really  directed  at  what  our  Associa- 
tions perceive  to  be  an  increasing  need  to  make  available  to  the  sj^stem  "new" 
sources  of  revenue  in  addition  to  those  generated  by  the  payroll  and  self-employ- 
ment taxes. 

Our  Associations  have  recommended  that  the  cost-of-living  adjustments  be 
financed  out  of  general  revenues.  We  have  recommended  that  general  revenues 
be  used  to  introduce  greater  tax  equity  in  the  payroll  and  self-employment  taxes 
by  lessening  the  degree  to  which  those  tax  systems  are  regressive.  Such  tax  reform 
would  become  even  more  imperative  if  the  Congress  were  to  accept  the  Advisory 
Council's  recommendation  that,  with  respect  to  benefits  for  future  retired  and 
disabled  workers,  benefit  levels  never  exceed  100  percent  of  AIME.  A  lessening 
of  the  degree  to  which  benefits  are  weighted  in  favor  of  those  who  worked  at  low 
wages  and  contrilnited  less  to  the  system  would  only  be  acceptable  if  the  burden 
of  the  payroll/self-employment  taxes  on  this  group  were  also  lessened. 

Finall.y,  we  believe  that  the  general  revenues  will  have  to  be  used  to  provide 
the  additional  financing  that  will  be  necessary  if  the  OASDI  programs  are  to 
provide  an  earnings  replacement  ratio  as  high  as  that  we  reconimend.  The  intro- 
duction of  general  revenues  into  the  OASDI  programs  would  provide  the  system 
with  the  flexibility  the  Associations  believe  to  be  necessary. 

Sincerely, 

Harhiet  Miller, 

Associate  Director. 


ITEM  3.  NEWSPAPER  ARTICLE  FROM  THE  NEW  YORK  TIMES, 

MARCH  19,  1975 

Senators  Think  Social  Security  Can  Overcome  Economic  Woes 

Washington,  March  18  (UPI) — Republican  and  Democratic  Senators  ox- 
pressed  faith  in  the  Social  Security  system  today  but  said  that  changes  must  be 
made  to  ensure  its  financial  future. 

They  spoke  out  at  a  hearing  by  the  Senate  Special  Committee  on  Agmg  follow- 
ing reports  of  grave  money  problems  faced  by  the  sj^stem,  which  provides  retire- 
ment benefits  to  3.5  million  aged  and  disabled  citizens. 

The  committee's  chairman,  Frank  Church,  Democrat  of  Idaho,  opened  three 
days  of  hearings  bv  saying,  "I  don't  think  there  can  be  any  doubt  about  the  fact 
that  a  re-examination  of  the  immediate  and  long-range  future  of  Social  Security 
is  in  order.  But  from  my  own  analysis  of  the  situation,  we  do  have  the  time  to 
make  those  adjustments." 

"I  have  been  aghast  at  the  verbal  battle  waged  during  the  last  few  months  over 
the  financial  soundness  of  the  Social  Security  system,"  added  Senator  Charles  H. 
Percy,  Republican  of  Illinois.  "It  is  as  fiscally  irresponsible  and  cruel  to  the 
elderly  to  ignore  reality  and  leave  these  problems  to  future  generations  as  it  is  to 
declare  thtit  the  system  will  soon  collapse — and  do  nothing  to  prevent  it,"  Mr. 
1  PT*pv  snid 

One  of  a'number  of  recent  Social  Security  reports  to  Congress  predicted  that  the 
system's  trust  funds  held  for  emergencies  will  be  depleted  by  1981  if  current  trends 

continue. 

Mr.  Church  earlier  released  a  number  of  letters  from  senior  citizens  complain- 
ing that  Social  Security  payments  were  not  keeping  up  with  the  cost  of  hving. 

"My  rent  (I  five  in  a  mobile  home  park)  was  raised  $20  more  a  month  last 
month,"  wrote  a  Sarasota,  Fla.,  retiree.  "We  buy  day-old  bread.  Milk  is  50  cents 
a  quart.  A  6  percent  increase  in  our  Social  Security  would  come  to  $16  a  month 
The  rent  increases  takes  more  than  that." 

An  8.7  percent  increase  in  Social  Security  benefits  is  scheduled  to  take  eflfect  in 
July.  But  President  Ford  wants  to  hold  the  increase  to  5  percent  to  fight  inflation. 
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